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These are just a few of the items of complete tele- 
phone service. A package can be made up for 
your own particular needs at home or in the office. 


A Bigger Package of Telephone Service 


New services and equipment have 
been developed to meet trend to greater 
comfort and convenience 


One of the most significant developments of recent 
years has been the great increase in comforts and con- 
veniences for more and more people. 


Recognizing the trend and alert to it, the telephone 
companies have been accelerating their efforts to find out, 
and anticipate, what people want and provide it at a 
reasonable price. The result is a wholly new concept of 
what is meant by telephone service. 


Where formerly it was thought of as just one black 
instrument, the modern trend is toward a number of tele- 
phones at convenient places around the house. 


We have helped this new concept by making new style 
telephones available, along with color, and with spring 
cords, illuminated dials, volume control, etc. 


But the main reason for the success of the idea is that 
people have found that there is no greater aid to new con- 
venience and comfort than adequate telephone service. 


In offices, as well as homes, there is now a much bigger 
package of telephone service available for everyone. 


Working together to bring people together 
BELL TELEPHONE SYSTEM 













a 
prediction 


Come 
rT us 


In a brief announcement early in 1956 SUNRAY 
MID-CONTINENT said, “ .. . as the Company reports 
its activities for 1955, it is looking ahead to even 
greater progress in 1956... in land and exploration 

. in oil and gas production . . . in pipe lines and 
product transportation . . . refining and marketing. 
The future looks good!” 


























The prediction that even greater progress would be 
made in 1956 came true. Increased activity all along 
the line pushed net income of the Company from 
$39,471,000 in 1955 to more than $45,309,000 in 1956 
—aan increase of 14 per cent. 


During 1956 SUNRAY also started a $10 million 
refinery expansion program that will increase the octane 
of gasoline as well as improve crude oil throughput 
generally. This is just part of a long-range program, 
_ based on progressive planning, that is in keeping with 
SUNRAY’S intention to keep “Ahead of the Parade.” 


SSOSSHSSSHSSSSSOSSSSSSSSSSSSSHSSHSSSSSSSSSSSSSSSSSSESESS 
If you would like to have a copy of the SUNRAY 


MID-CONTINENT Annual Report for 1956, write 
SUNRAY, Dept. F, Sunray Building, Tulsa, Okla. 









Visit Oklahoma During 1957 for the Semi-Centennial Celebration 


REFINERS 


MARKETERS ¥. . / STZ Company 


GENERAL OFFICES — SUNRAY BUILDING — TULSA, OKLAHOMA 
D-X is the brand name of quality products manufactured by D-X Sunray Oil Company, a wholly-owned subsidiary 


prooucers P=M\. SUNRAY MID-CONTINENT 
R 
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— Eas 


Nort being much for birdwatching, 
we missed the first robin. And 
cemented in by Manhattan’s pave- 
ments, we never did get to see the 
first crocus. But sure as little ap- 
ples, spring came to Forses last 
month in another form. 

There was no denying the signs. 
One of our colleagues invoked his 
young man’s fancy and up and got 
married. General 
Electric called to 
invite us up to 
Schenectady to 
sit in on giant 
GE’s. invariably 
well-run stock- 
holders’ meeting. 

a sure clue that, 

as the sun passed 

over the equa- 

tor, U.S. indus- 

try was about 

to pass through 

its own finan- 

cial equinox: 

the time of an- 
nual sharehold- 

ers’ meetings. 
Surest sign of 

all: the deluge 

of springtime annual reports that 
inundated our offices. 

They came by the thousands. 
Some big, beautiful and boastful. 
Others thin, colorless and apolo- 
getic. A few companies sought to 
camouflage with pretty pictures a 
year that had been pretty drab. 
Still others, like Chas. Pfizer & Co., 
which did not have to apologize to 
anyone for the kind of year it had 
enjoyed, strayed far from the 
beaten track. Its annual report, 
with all its features and illustra- 
tions, looked more like a Sunday 
supplement—and was. 

Waddaya Read? To Forses edi- 
tors, who read them all, the annual 
report has come a long way from 
the mere legal requirement it once 
was. Originally intended to tell 
stockholders simply where their 
money was going and where it was 
coming from, most reports have 
blossomed into professional, pre- 
sentable periodicals, with covers 
attractive enough to make a brave 
show on any newsstand. 

Unhappily, we have found that 
you can’t always tell a company 
by the cover on its report. Some 
firms that have little enough to 
boast about financially dress up 
their reports in the slickest paper 





Rustle Of Spring 


and with the most blushing Koda- 
chromes. On the other hand, 
others with much to say, use the 
retiring kind of report, such as 
Cleveland’s little Youngstown Steel 
Door Co. turned out. A no-pic- 
tures, no-nonsense accounting, it 
nevertheless served up the sort 
of text that was bound to brighten 
the face of many a Youngstown- 
Doorholder: 1956 
sales almost half 
again as much as 
the year before, 
profits nearly 
double 1955's. 
Then there are 
those companies 
that do not be- 
lieve in belabor- 
ing the share- 
holderwith both- 
ersome compari- 
sons with the 
historic record— 
especially if last 
year’s showing 
happens to be a 
bit worse than 
the previ- 
ous year’s. 

In contrast to these “simplified” 
reports, there are, of course, those 
of such forthright companies as 
mighty U.S. Steel. In good years 
and bad, Big Steel religiously and 
statistically takes its shareholders 
back to the very year of its found- 
ing. Like Steel, most annual re- 
porters have come to realize that 
stockholders have very long mem- 
ories anyway. 

U.S. industry’s top executives 
may be frugal men with a dollar, 
but it has been our sleep-inducing 
experience that they are certainly 
generous with words via their 
“Letter” in their Annual Report. 
Take as one example this opening 
line from an electrical equipment 
outfit: “The vital importance of 
highly diversified product lines, 
reaching a variety of customer 
groups and influenced by different 
market conditions, was reflected 
in your company’s operations dur- 
ing 1956.” It seems to us that it 
would have been far less bush- 
beating to state simply: “1956 was 
a good year.” In fact, many an an- 
nual report could benefit from the 
toast offered by the Fat Man in 
The Maltese Falcon: “Here’s to 
plain speaking and clear under- 
standing.” 














Jack Sprat could eat no fat 


—and, as the nursery rhyme continues, “his wife could eat 
no lean” — 


Which, in a way, makes a point about investing that we've 
been underscoring for years. 

The point is simply this: There isn’t any such thing as an 
“all-purpose” stock. A good choice for one portfolio can 
represent a pretty poor selection for another. 


The right stocks for you must always depend on your own 


individual needs, your personal requirements, your particular 
objectives. 


Of course, selecting those stocks out of the many thousands 
there are to choose from, can be something of a real problem. 


Which may be one reason why so many investors write 
to our Research Department for help—ask for an unbiased 
opinion of what looks like fat, what looks like lean. 

No, there’s no charge. No obligation, either. If you'd like 
such a review, simply write to— 


Frank V. Deecan, Department SD-50 


Merrill Lynch, Pierce, Fenner & Beane 
Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 

Offices in 108 Cities 















= THE HONORED OCCASION 

When a friend wins a coveted trophy for superb 

horsemanship...or receives any special honor... 
salute the occasion with a memorable gift. 


by courtesy 
of Mr. and Mrs. Bernie Mann, 
owners of ** Riviera Wonder"’ 


CHIVAS 


ROYAL SALUTE 


A Scotch whisky of rare age, in a commemoration 
flagon created by Royal Boviton, of England and prized 

by collectors of ceramics. It is enclosed in a rich 
velvet pouch. About twenty-five dollars in most areas. 


By Appointment to Her Majesty the Queen. ig 
Purveyors of Provisions and Scotch Whisky. 
CHIVAS BROTHERS LTD. 
of Aberdeen. Scotland. Established 1801. | 





BLENDED SCOTCH WHISKY « 86 PROOF + GENERAL WINE AND SPIRITS COMPANY, NEW YORK, N. Y. 
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READERS SAY 


Dow Row 


Sm: I rather resent the interpretation 
that the Dow theory’s day of usefulness 
is over (Forses, March 1). It has been 
good to me, including the August 2, 1956 
warning. 

—Rocer B. SmitTH 
Wauchula, Fla. 


Late Show 


Sm: After reading your article in the 
February 15th issue entitled “The 
Blurred Screen,” I am surprised at some 
of the statements made. . . As one of the 
independents in the industry who went 
contrary to the trend, we note that you 
mention Magnavox and Motorola were 
the only independents to emerge with 
higher sales and earnings in 1956 as com- 
pared with 1955. I am sure you will want 
to correct this. 

—Morris Sosin 
President, 
Olympic Radio & 
Television Inc. 
Long Island City, N.Y. 


Forses, which must draw the line 
somewhere, included in its survey only 
those independents with total assets of 
over $40 million, did not overlook the 
record year enjoyed by the Olympic TV 
division of Unitronics Corp., is happy to 
set the record straight—Eb. 


Soldiers’ Pay 


Sm: Thank you for the boost for the 
military services (“Green Pastures,” 
Forses, March 1). You are right [in 
saying that] the services are training 
many men for industry. 

However, I am inclined to think that 
the committee had better take another 
look at the pay of the lower ranks. Most 
of the second lieutenants are college 
graduates. If they are married, they 
have enough allowances to bring their 
total pay up to $345 a month. This is still 
lower than they would expect to earn... 
with industry. 

—Estes L. Lewis 
Chaplain, USAF 
APO 121 
New York, N. Y. 


A Man’s World? 


Sm: In your lively article, “Hot Seat” 
(Forses, March 1), you omitted to state 
the reason why women have never been 
allowed to hold seats on the New York 
Stock Exchange. As a former man about 
Wall Street in the great days of Wil- 
liam Durant and Harrison Williams, 
may I supply an explanation? In my 
time, a well-known Wall Streeter backed 
a chorus girl for membership in the Ex- 
change. From then on, the unwritten 
rule has been to bar the distaff side 
from holding seats. 

—Joun A. Wortu 
Los Angeles, Calif. 
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WHAT'S HAPPENING AT GOODYEAR—No. 3 OF A SERIES 


There are tures... 


...and Goodyear makes them all 


From kiddie cars to mammoth Army trucks, there 
are hundreds of diversified markets for tires. The 
leading manufacturer of tires for all these uses is 
Goodyear. At the end of 1956, our all-time produc- 
tion of pneumatic tires had passed the 700,000,000 
mark. 


Again in 1957, as in every single year for the past 
42 years, “More People Ride on Goodyear Tires 
Than On Any Other Kind”. For Goodyear research 
also leads the field. Vast new marketing opportuni- 
ties are opened up with each new Goodyear develop- 
ment, such as: 


Captive-Air tires that keep turning safely for 100 
miles or more after a blowout. 


Terra-Tires that enable heavy vehicles to cover all 
kinds of terrain. 


3-T Triple-Tempered Cord that makes Goodyear tires 
outstandingly strong and durable. 


important as they are, tires represent only about 
60 per cent of Goodyear’s total volume. The rest in- 
cludes industrial rubber goods . . . aviation and air- 
craft products . . . foam products, films and flooring 
... chemicals . . . shoe products . . . metal products 
...and many more, for steadily growing world-wide 
markets. 


TODAY ... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Captive-Air, Terre-Tires 1.M.'s The Goodyear Tire & Rubber Company, Akron, Ohio 





outlook -.-- 


FURTHER EXPANSION 


A century-old diary that be- 
longed to one of the earlier 
Woods contains a basic, un- 
changed Alan Wood principle— 
“lots of trouble to get good 
product.” 

Living up to that principle, 
and expanding it to include good 
service, has helped us reach an 
800,000 ton capacity, represent- 
ing a ten-year increase of 45%. 

While it is not our objective 
simply to grow, fulfilling our 
basic objective of providing a 
“good product” naturally results 
in asteady growth. It also means 


providing products and services 
that win and keep customers. 
Since the end of World War 
II, Alan Wood has put approxi- 
mately $60,000,000 into addi- 
tions and modernization of fa- 
cilities in order to provide more 
and better products for industry. 
Our planning calls for further 
expansion and diversification, 
predicated on theconviction that 
more of industry will want the 
products and services of a com- 
pletely integrated steel mill 
which provides individualized 
attention to customer needs. 


ALAN WOOD STEEL COMPANY 


steelmasters for more than a century and a quarter » CONSHOHOCKEN, PA. 


PHILADELPHIA, PA, DISTRICT OFFICES AND REPRESENTATIVES: Phil- 
IVY ROCK, PA. adelphia « New York « Los Angeles « Atlanta « Boston 
SWEDELAND, PA. Buffalo « Cincinnati « Cleveland « Detroit * Houston 
DOVER, N.J. Pittsburgh « Richmond « St. Paul « San Francisco « Seattle 
OXFORD, N.J. Montreal and Toronto, Canada—A. C. Leslie & Co., Ltd. 

























Iron Propucts Cold rolled sheets A.W. Cur Naus Coxe 
“Swede” pig iron Cold rolled strip Standard & Foundry, | 
Ro.iLep STEEL Hardened industrial & 
Propucts FLoor PLATE metallurgical 
Plates (sheared) A.W. ALGRre Mine Propucts 
A.W. Dynalloy abrasive Iron ore 
(high strength concentrates Penco Meta. 
A.W. SuPER- Iron powder Propucts Drviston 
Hot rolled sheets D1amonp pattern Crushed stone Steel cabinets, 
7 Coat CHEMICALS nd lockers & shelving 





Widest ownership among corpora- 
tions is still held by American Tele- 
phone & Telegraph, with 1.5 million 
shareholders. But it got some stiff 


| competition last year from Jersey 


Standard, whose stockholder roster 
expanded 26%. Ford meanwhile 
moved in the opposite direction, 
showed a shrinkage of 6%. 


Utilities are turning more and more 


| to common stock to finance expan- 


sion. In the first quarter, the Irving 
Trust Co. points out, power compa- 
nies with assets of $35 million or more 
issued about $260.2 million in com- 
mon, vs. $246 million for all of 1956. 
+ 





Rubber analysts see a clue to the 
performance of the individual com- 
panies in watching the -car-makers 
they supply. The basic lineup: Good- 
year sells to Chrysler, Firestone to 
Ford, U.S. Rubber and Goodrich to 
GM. 


Do-it-yourself TV tube testing is catch- 
ing on in hardware stores and super- 
markets. Tube distributors provide 
the machines for testing the tubes, 
thus saving the customer possibly $6 
in service charges and boosting re- 
placement tube sales. 


Ball point pens, once in a certain 
amount of disrepute, gained a record 
share of the pen market last year. 
According to the Paper Mate Co., a 
leading manufacturer, the ball points 
accounted for no less than 84% of all 
pen sales during 1956. 


Stock promotion with a new twist: 
to advertise a Western drama on the 


| General Electric TV Theatre, the 
| company sent stock in Silver Shield 


| 
| 
| 


Mining and Milling Co. to radio and 
TV editors. Value of the shares, which 
are traded on the Salt Lake Stock 
Exchange: about a dime each. 


“Steel city” is no longer Pittsburgh, 
but Chicago. Though Pittsburgh can 
turn out 20.5 million tons of ingots, 
the Midwest metropolis now boasts an 
ingot capacity of 22.9 million tons. 


















































Why Some People Almost Always 
Make Money in the Stock Market 


HY DO SOME “foolhardy” people 
make money in the stock market, 
while some of the most cautious peo- 
le “lose their shirts”? What is the 
secret of preserving and multi- 
plying your family nest egg? 

After 35 years as a stock market in- 
vestor, writer, broker and advisor, 
G. M. Loeb is more convinced than 
ever of the answer: most investors 
have mistaken ideas about true finan- 
cial safety. 

According to Mr. Loeb, who is a 
Senior Partner of the famed broker- 
age firm of E. F. Hutton & Company, 
it is actually safer to put a small por- 
tion of your capital in a well chosen 
speculative stock and keep the rest of 
it idle—than it is to put all of it in a 
“safe” blue-chip stock. And he tells 
why, based upon facts drawn from his 
wealth of successful experience. On 
the other hand, he points out, in this 
world of changing money values, it is 
risky for anyone who has savings 
NOT to invest in stocks. 


Some Startling Advice 


This is just some of the startling 
advice given in his unusual how-to- 
invest book, “THE BATTLE FOR IN- 
VESTMENT SURVIVAL.” (50,000 
copies have already been sold!) And 
here is some more: 

—Diversification can be dan- 

gerous. 

—The fact that a stock is wide- 
ly held by investment trusts 
is usually not a good reason 
for buying. 

—Any program which involves 
complete investment of all 
capital at all times is certain 
to fail unless the amount is 
extremely small. 


—It’s really safer to aim at 
doubling your money than to 
aim at investing it for a 4% 
to 6% return. 

—If properly done, there’s more 
safety in short-term invest- 
ing than in long-term. ~ 

—It is not necessary to forecast 
accurately in order to make 
money on the stock market. 

—‘“Dollar averaging” is, most of 
the time, throwing good mon- 
ey after bad. 

—Low-priced stocks are not 
necessarily cheap, and high- 
priced stocks are not neces- 
sarily expensive. 


G. M. LOEB, a partner in one of the nation’s foremost investment brokers, 
E. F. Hutton & Company, with which he has been associated for 35 years 


Based on 35 Years of Experience 


What makes Mr. Loeb’s daring rules 
so impressive is that he is not an 
ivory-tower theorist who has merely 
tested his ideas “on paper.” Instead, 
he is one teacher who for 35 years has 
practiced with cold cash what he 
preaches. And with big-profit results 
—for, as Newsweek Magazine says 
about his book, it is “written by a 
man who has outsmarted the market 
for years.” 


In this book he warns of Pitfalls for 
the Inexperienced . . . tells What to 
Look For in Security Programs ... 
What to Buy—and When .. . Advan- 
tages of Switching Stocks . . . How to 
Gain Profits by Taking Losses ... 
How to Detect “Good” Buying or 
“Good” Selling . . . and many other 


+9? 


“insider’s secrets. 


MONEY-BACK AGREEMENT 


Mail the coupon below for “THE BAT- 
TLE FOR INVESTMENT SURVIVAL’— 
only $2.95 postpaid. If 
you’re not convinced 
within 10 days that it 
can repay you its small 
price many times over, re- 
turn it for FULL RE- 
FUND. But don’t delay— 
this book tells things you 
should be doing wit yore 
money RIG NOW IN 
THIS —— yy Mail the 
coupon no 

HURRY HOUSE. “PUBLISHERS, 
Dept. 44, 6 peste 
Wall St., New York 6, N. Y. 





What They Say About Mr. Loeb and His Frank How-to-Invest Book 


FORBES MAGAZINE: ° 
quoted man on Wall St. 


THE WALL STREET JOURNAL: 
Loeb . has been eminently successful 
in helping thousands. His book is a must.’’ 


BENNETT CERF: ‘‘Like to learn the 
tricks of Wall Street yourself? I recom- 
mend G. M. Loeb’s The Battle for In- 
vestment Survival!’’ 


LOS ANGELES HERALD & EXPRESS: 
“Provocative, unorthodox, and frank... 


‘Probably the most 


“Mr. 
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Written by a seasoned Wall Street war- 


_ 





Partial Contents 


is THERE an Pi INVESTMENT? Why everybody 
can't win. investment requires ‘‘spec ulation.’ 


PITFALLS fore ‘a INEXPERIENCED. How to keep 
down cost of buying and selling. Drawbacks to new 
offerings, secondary distributions, special offerings 
over-the-counter issues, etc. 


HOW TO INVEST FOR CAPITAL APCR ATION. 
Folly of buying just to ‘‘keep invested’’ or for 
‘‘income.’’ How to learn-by -doing at minimum risk 
Advantages of short-term investing. Speculation vs 
investment. 


SOUND ACCOUNTING FOR INVESTORS. The 
sound way to calculate and draw income.’ 
vantages of periodic market evaluation of your in- 
vestments. 


SOME "DON'TS" IN SECURITY PROGRAMS. What 
portion of capital to invest? How much diversification? 
WHAT TO LOOK FOR IN CORPORATE REPORTS. 
One simple rule. Be wary of ‘‘inventory companies.’ 
Other signs to watch. 


WHAT TO BUY—AND WHEN. Conditions and factors 
to look for before buying. 


IMPORTANCE OF Goanscr TIMING. When to sell 
Cutting losses quick 


“FAST MOVERS" oR “SLOW MOVERS''? Illusion of 
safety in slow-moving stocks. What about ‘“‘high- 
priced’’ vs. ‘‘low-priced’’ stocks? 

YOU CAN'T FORECAST BUT YOU CAN MAKE 
MONEY. The problem of relying entirely on ‘‘ex- 
perts.”’ 


only 
d- 


STRATEGY FOR PROFITS. The six-point Loeb success 
formula for the untrained security buyer 
THE EVER-LIQUID ACCOUNT. A philosophy 
vestment successfully tested by the author 
years. 


A REALISTIC APPRAISAL OF BONDS. 
how bond-buying is desirable. 


of in- 
for 35 


When and 


bonds 
com- 
good and 


INVESTMENT AND TAXATION. Tax-exempt 

Tax-sheltered stocks. Regulated investment 
anies. Capital gains taxes. Tax dodges, 
d. Deductible investment expenses 

PLUS . Investment and Inflation 

a Stock ‘‘Good”’ Tape Reading 

much more. 


. What Makes 
and much, 


—a_anmnaweaneawemwenweaweweae a a= « 4 


HURRY HOUSE PUBLISHERS, 


Dept. 44, 


61 Broadway at Wall St., New York 6, N. Y. 


Please send me postpaid a copy of 
Survival,”” 
resident of N.¥.C 
if a 10- 


rior who speaks from years of financial 
experience . . Sound advice for the lay- 
man investor and even for the professional 
. . . The author seems to be revealing the 
inner, closely-guarded secrets of the 
trade.’’ 

A READER: ‘‘This was the fourteenth 
‘investment’ book we have read, but the 
first to transform a theory into a prac- 
tical plan which the author himself has 
been using with no small measure of 
success.’’ 
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repay me its small price in stock market profits many times 


“The Battle for Investment 
G. M. Loeb. I enclose $2.95 in full payment. (If a 
please add 9¢ sales tax.) It is understood that 
day examination does not convince me that this book can 
over 


by 


I may return it for full refund 


Name 


(Please Print Plainly) 


Address. 


City 


Zone State 
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Photo shows typical 24” x36” drawing. Subject is reduced onto offset paper master 
(right) by xerography to 11” x 17” size for runoff of multiple copies on offset duplicator. 


How XEROGRAPHY and offset duplicating 


save $500,000 a year for the U. S. Army Signal Corps... 


The Army Signal Supply Agency, Phil- 
adelphia, Pa., is saving more than 
$500,000 annually by the use of xerog- 
raphy and offset duplicating in repro- 
ducing engineering drawings for invi- 
tations for bids. 

Approximately 200,000 invitations 
are mailed each year to some 15,000 
suppliers. Each invitation contains 
documents setting forth contractual 
conditions, specifications, and draw- 
ings describing the item desired. 

Understandably, turning out the 
necessary paperwork duplicating and 
multiple copies of drawings is an im- 
portant phase of procurement. Under 
the former method, drawings varied in 
size from 8” x 102” to 24” x36”. Blue- 
prints had to be hand-trimmed and 
hand-collated, and the consequent as- 
sembly of hundreds of sheets of differ- 
ent sizes necessitated special packaging 
for mailing. Requirements usually ex- 
ceeded the Agency’s reproduction ca- 


pacity, thereby requiring other facilities 
and the loss of control. 

With XeroX® copying equipment, 
all drawings are reduced to standard 
11”x17” size onto offset paper masters, 
from which multiple copies are run off 
on offset duplicators using precut pa- 
per. The reduced size drawings are 
crisply sharp, easier to handle, can be 
collated by machine, and are 75% light- 
er in weight, thus reducing postage. 

For the Army Signal Corps’ drama- 
tic mortar locator, the MPQ-10, for 
example, 65 suppliers were solicited, 
each receiving 1,973 drawings or a 


Xerography copies anything written, 


printed, typed, or drawn. Same, en- 
larged or reduced size. 
Copies onto all kinds of 
masters—paper, spirit, 
metal, translucent—for 
duplicating. Copies - line 
and halftone subjects. 


total of 128,245. The reproduction 
method formerly used would have re- 
quired 250 manhours at a cost of 
$6,040. Using xerography and offset 
duplicating, job time was reduced to 
107 hours and cost only $2,180. 

Let us show you with facts and fig- 
ures how xerography is cutting dupli- 
cating costs in business, industry, and 
government for all types of paperwork 
duplicating. 

WRITE for proof-of-performance 
folders showing how xerography is sav- 
ing time and thousands of dollars for 
companies of all kinds, large and small. 


THE HALOID COMPANY 
57-129X Haloid St., Rochester 3, N. Y. 
Branch offices in principal U.S. cities and Toronto 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


EVERYONE MUST PITCH IN 


In the great uproar over President Eisenhower’s record- 
breaking peacetime budget of $71.8 billion, two things 
clearly stand out. One is the impressive fact that a great 
many people, with startling vehemence, have demanded 
a stop to the seemingly endless spiral of spending and 
taxing, taxing and spending. The second fact is that this 
democratically-expressed demand for economy is in dan- 
ger of being smothered in avalanches of recriminations 
and orgies of buck-passing. 

The first timid protests by economy-minded citizens 
have swollen into a mighty economy chorus which no one 
in public life can ignore. There is nothing synthetic about 
it. It cannot be dismissed as “politically inspired.” Republi- 
cans are criticizing the budget of a Republican Administra- 
tion; the whole thing cuts clean across party lines. In short 
the taxpayers of both parties have in- 
formed their lawmakers that they are 
weary of big government getting bigger. 

It is, therefore, the duty of congress- 
men to respond, to do something about 
lifting part of this $1700-per-family 
burden off the taxpayers’ back. No 
matter how many pet projects fall by 
the wayside. That is the way of 
democracy. 

So far nothing of this sort has hap- 
pened. Quite the contrary. Congress 
has asked the President for guidance in cutting the 
budget. President Eisenhower and most of his aides re- 
acted by passing the hot potato back to Congress. “Con- 
gress,” said the President, “will have to decide which 
[programs] they don’t want to carry out if they are going 
to make big savings.” 

That puts us right about back where we started. What 
happens next? Some of the Democratic legislators un- 
doubtedly will be very pleased to make political hay out 
of the Administration’s dilemma. “We did our best to save 
money,” they will say, shedding crocodile tears. “The 
President refused to cooperate.” 

This, in its turn, may be clever opposition tactics. It 
will not save any money for taxpayers. Like the Admini- 
stration’s attempt to wash its hands of the whole affair, 
it will only serve to frustrate the clearly-expressed wishes 
of the voters. 

What, then, can be done? Quite a bit if everyone pitches 
in. Of the nearly $72 billion the Administration has asked 
for, about $24 billion has already been appropriated. An- 
other $17.6 billion is probably sacrosanct for other rea- 
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sons: it includes interest on the national debt, veterans 
benefits and price supports. That still leaves a very fat 
$30 billion to use the economy knife on. 

Congress should probe every penny of these requests 
to see where money can be saved. Waste, wherever found, 
must be cut mercilessly. Other, less wasteful but still 
nonessential, expenditures should carefully be weighed. 
“Some meritorious proposals,” the President said when he 
sent Congress the record-breaking budget, have already 
been postponed. Undoubtedly true. But when a family 
tries to cut its budget to fit its means, it often must decide 
to put off buying that new car or building that new porch. 
The same fundamental economics applies to government. 

But Congress cannot properly do its duty in this respect 
without cooperation from the executive department. One 
Cabinet member has already gone on 
record as saying that he “knows of no 
area” where his budget could be cut 
without impairing the work of his de- 
partment. This is just the bureaucratic 
attitude which will always defeat econ- 
omy. Obviously there is nothing in a 
department’s budget which that depart- 
ment does not consider desirable. But 
where there is only so much money to 
go around, someone must establish a 
schedule of “most necessary” and “least 
necessary” items. Otherwise Congress’ economy efforts 
will bog down in bewildering detail and sterile talk. 

Thus, unless the Administration pitches in to help, it is 
fairly easy to predict what may happen to the economy 
urge. A meat ax, perhaps, will be used on foreign aid: it 
is a well-known fact that Turks and Ethiopians, Bolivians 
and Filipinos do not vote in U.S. elections. That way the 
folks back home can get the new postoffice and a feeling of 
economy as well. But it will be a false kind of economy. 
A certain measure of foreign aid is as essential to our de- 
fenses as atomic stockpiles or radar networks. It would 
be a pity to see essential items sacrificed while much com- 
placent fat remains on other parts of the budget. 

But unless the Administration cooperates in establishing 
an order of priority for economy, Congress will be tempted 
to take the easy way. And then of course we may get a 
great deal of talk and very little genuine saving. 

The people have called for a halt to ever-rising spend- 
ing. Everyone’s duty is clear. Congress must tackle the 
job of cuiting and pruning. The executive branch, if it 
will not lead the way, at least must cooperate. 














THE POWER TO TAX 


Of more than academic interest to all investors is the 
question of the stock transfer tax. The House Ways and 
Means Committee last month voted in favor of a bill to 
replace the present unrealistic basis of the tax with a 
more reasonable one. 

At present every stock transfer must bear a federal ex- 
cise tax stamp, for which the seller pays. The amount of 
tax depends on the par value 
of the shares, the basic rate 
being 6c of tax for every $100 
in par value. That, of course, 
traces back to the days when 
most stocks had a par value of 
$100. Today par value in most 
cases is simply a meaningless 
figure. 

So we have an anomalous 
situation. Investors have the 
peculiar experience of paying 
just 10c in federal taxes to sell 
100 shares of General Motors, 
for which they receive around 
$4,000, whereas they must pay 
$5, or 50 times as much, to sell 
100 shares of Loew’s, Inc., which brings them just $1,900. 
The reason, of course, is that GM’s par value is $1.67 a 
share while Loew’s is taxed as a $100 par value stock. 

The new bill as approved by the Ways & Means Com- 
mittee would change all this. It would base the amount 
of the federal stock transfer tax on the actual dollar value 
involved in the transactions. In other words, the seller 
of $1,000 worth of stock would pay the same amount of 
tax, whether the stock involved were GM, Loews, U.S. 
Steel or any other. 

So far no reasonable man could quarrel with this meas- 
ure. It makes a lot of sense. But somewhere along the 
line some bright bureaucrat had the idea that the tax 
change might as well be the occasion for putting the 
Treasury’s hand a little deeper into the investor’s pocket. 
He suggested that the new rate be set at a level which 
would raise revenues from the tax by about 35%. Under 
present rates, investors dealing through New York Stock 
Exchange member firms paid about $16.7 million in stock 
transfer taxes last year; the Treasury proposal would 
have raised the take to $22.5 million. It would have done 
so by setting the new rate at 5c for every $100 involved in 
the transaction. 

Happily, the New York Stock Exchange protested. 
“This proposed change,” a Big Board spokesman told the 
House Committee, “was originally advanced by the Treas- 
ury as a technical change. It should not now be made the 
basis of an unjustified 35% tax increase for millions of in- 
vestors.” 

I am happy to note that the Ways & Means Committee 
agreed with the Stock Exchange. It decided to set the new 
tax rate at 4c per $100—a level which would correct the 
present maladjustments without penalizing investors as 
a whole. 

This may seem like a rather small thing in these days of 
billion dollar budgets. It may not seem worth getting ex- 
cited about. Far from it. The liquidity of our security 
markets is one of the most important bearings on which 
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our free enterprise system turns. An American investor 
can in a matter of minutes, simply by picking up his 
phone, switch his money from, say, the steel industry to 
the auto industry, or out of both into cash. This is one of 
the reasons millions of people have the confidence to com- 
mit their hard-earned money in equity investments. 

But this is a delicate mechanism. The more it is taxed, 
the more clumsily it will work. Once the bureaucratic 
wrench is in the works, even in the shape of a minor tax 
increase, who can say where it will stop? It is good that 
the Ways & Means Committee decided to hold the over-all 
amount of the tax close to current levels. The whole affair 
is a warning nevertheless that we must remain continu- 
ously alert against anything that would upset the fine 
balance of our free market system. 
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NO MAN IS AN ISLAND 


Why should we all give generously to the American 
Red Cross this year? In part the headlines about floods 
and hurricanes, shipwrecks and flights of refugees tell us 
why. 

Then, too, there are its blood banks, ever ready to help 
any one of us, as well as the 31-million Americans the 
ARC has trained in first aid and water safety; and the 
18,000 highway and mobile first aid units it maintains. 

But the Red Cross is also, smaller, human things. The 
disabled veteran with musical talent who derived new 
hope from a Red Cross piano. The Minnesota farmer alive 
today because a passing telephone lineman who found 
him bleeding to death had learned first aid well from the 
Red Cross. Or the Italian immigrant family who lost 
their few worldly possessions in the Andrea Doria dis- 
aster and faced a new life in a strange land with nothing 
more than the tattered clothes on their back—until the 
Red Cross stepped in with household goods and wardrobes. 

Sometimes the meaning of 
the Red Cross is brought very 
close to home. It certainly was 
to the Montana man who used 
to give regularly of his rare 
blood type to a Red Cross blood 
bank. One day he rushed to 
the hospital where his badly 
burned son was lying only to 
discover that the boy’s life had 
been saved by the very blood 
type he himself had so gen- 
erously contributed. 

The Red Cross does not get 
this close to every one of us. 
We all hope our homes will not 
be swept away, that sudden accident will not strike, that 
our children will not be brought to the brink of death. But 
if misfortune should strike, it is comforting to know that 
the American Red Cross is ready and willing to help us 
help ourselves. 

But the Red Cross, as these examples should show, can 
be no stronger than we make it—with our time, our 
blood donations, and, now that their annual appeal is at 
hand, with our money. 


RED CROSS APPEAL 
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Charting a safer course against CANCER... 


Just as the pilots of ships are helped to 
chart safer courses by heeding signals, so, 
too, have many people been made safe 
by recognizing warning signals of possible 
cancer and taking proper action. 

In fact, thousands of people are alive 
and well today because they knew cancer’s 
warning signs and were treated in time. For 
your own protection, you should know the 
danger signals listed here. 

Remember, however, that these signals 
do not always indicate cancer. Rather, 
they may just be signs that something is 
wrong—and that you should see your doc- 
tor. If cancer is found, precious time will 
be gained by prompt treatment. 

Even if no symptoms occur, it is impor- 
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Cancer’s Seven Warning Signals 


1. Any sore that does not heal. 
2. A lump or thickening in the breast 
or elsewhere. 


3. Unusual bleeding or discharge. 

4. Any change in a wart or mole. 

5. Persistent indigestion or difficulty 
in swallowing. 

6. Persistent hoarseness or cough. 

7. Any change in normal bowel habits. 


tant to have periodic health examinations, 
particularly if you are 35 years of age or 
older. Studies show that about 95 percent 
of all cancers are found in people over 35. 


If people would act promptly when a 


danger signal is noticed . . . if apparently 
well people would have their doctors 
examine them regularly . . . the American 
Cancer Society believes that the annual 
number of cancer cases saved could be in- 
creased 50% with weapons now at hand. 

Medical science is now pushing a total 
attack against cancer . . . and progress is 
being made in both cancer diagnosis and 
treatment. Meantime, you have a responsi- 
bility to yourself and others to: 

1. Have periodic health examinations 

2. Know cancer’s early danger signals 

3. Get prompt medical care at once if 
any danger signal appears 

For more information on cancer, send 
for Metropolitan’s free booklet. 





Metropolitan Life Insurance Co. 

1 Madison Ave., New York 10, N.Y. 
Please mail me a free copy of your 

booklet, 4-57-F, “‘What You Should 

Know About Cancer.” 




















Cuba’s position across the sea and 
air lanes linking the Western Hemi- 
sphere offers industry a key loca- 
tion for new or expanding opera- 
tions. Easily accessible are the rich 
and growing markets of Latin 
America and the eastern portion of 
the United States. 

In addition, Cuba offers a grow- 
ing consumer market of its own, 
an ample skilled labor pool, choice 
plant locations, and an ideal cli- 
mate. Agriculture, the fishing 
industry, and extensive mineral 


resources provide raw materials for 
industry. 

A plentiful supply of electric 
power at rates attractive to indus- 
try is afforded by Compania Cubana 
de Electricidad, a private utility 
company serving over 90 per cent 
of the nation’s electric needs. To 
keep pace with Cuba’s growth, 
Compania Cubana has started a 
$147 million expansion program 
which will double its generating 
capacity by 1961. 


Compania Cubana de Electricidad 
APARTADO 1715 


ASSOCIATED WITH THE AMERICAN & FOREIGN POWER: SYSTEM 
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INDUSTRIALIST VICTOR EMANUEL: a year of decision 


ELECTRICAL EQUIPMENT 





CAN AVCO COME BACK? 


After years of playing fox and hounds with fortune, 
Chairman Victor Emanuel candidly concedes that 
this year Avco Corp. “will have to put up or shut up.” 


ONE oF the more poignant motion pic- 
tures Britain turned out in 
World War II told of a kindly head- 
master of an English boys’ school who 
undertakes a perilous mission to pre- 
war Nazi Germany. In the course of 
it, he endures the kind of hardship 
and humiliation that would break a 


lesser man. The movie's title: Mr. 
Emanuel. 

U.S. industry has its own Mr. 
Emanuel. His name: Victor Eman- 


uel, 59, chain-smoking chairman of 
ambitious, hot and cold-running Avco 
Mfg. Corp.* Though no headmaster, 
Avco’s Emanuel is a onetime Master 
of Hounds who has come thoroughly 
to understand the point of view of the 
hounded fox. 

“1 Was Wrong.” Like his movie 
counterpart, Victor Emanuel+ has also 
just returned from a perilous journey, 
the kind that might break a lesser 
man or lesser company—a misfor- 
tune-filled eleven-year charge into 
the valley of home appliances. Late 
last year Emanuel’s Avco, whose Ben- 
dix home laundries and Crosley re- 
frigerators, radio and TV sets were 
once powers in their field, finally 
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tossed in the towel. 

Unable to compete with such ap- 
pliance giants as General Electric, 
General Motors and Whirlpool-See- 
ger, the Bendix and Crosley divisions 
were losing $1 million a month in an 
industry that had already seen 27 top 
brand companies give up the ghost in 
just three years. Taking retreat as 
the better part of valor in such cir- 
cumstances, Avco sold its home appli- 
ance business to Philco for $6 mil- 
lion. Effect on Avco’s books: a stag- 
gering $16.4 million net loss (including 
$16 million set aside to provide for 
losses in getting out of the appliance 
business). Admits Avco’s Victor 
Emanuel mournfully: “I’m not going 
to sit here and say I never made a 
mistake. I made a basic error. I was 
wrong.” 

Actually, Emanuel’s “basic error” 
is one that at the time was shared by 
many another top-flight U.S. busi- 
nessman. In essence it was a con- 
viction that after World War II the 
U.S. would not soon again see an- 
other war. Says one associate, sum- 
ming up Avco’s appliance plunge: 
“Victor is a gentle soul who could 
never have borne the thought that 
there would be anything like Korea.” 

Thus at war’s end, having stocked 
the U.S. arsenal with $4 billion worth 
of war material—more than any other 
company except GM, GE and Curtiss- 
Wright—Avco lightened ship to take 
on consumer cargo, even changed its 








name from Aviation Corp. to Avco as 
better befitting its peacetime pur- 
suits. Overboard went Consolidated 
Vultee, which had turned out 33,000 
military aircraft, 13% of the nation’s 
entire wartime output. Out, too, went 
New York Shipbuilding Corp., which 
had sent more heavy ships (10,000 
tons and up) down the ways than any 
other single yard. Also out went 
American Propeller Corp., which had 
produced 84,000 blades for bombers 
and fighters. Sold along with the 
rest were Republic and Northern Air- 
craft Products, which between them 
had turned out $40 million worth of 
precision parts for aircraft engines. 

Top Of The Boom. Into Avco’s cor- 
porate orbit to replace them came 
such outfits as Canada’s Moffats, Ltd. 
(ranges), New Idea, Inc. (manure 
spreaders), Powel Crosley’s versatile 


Crosley Corp. (purchase price: $19.7 
million), including the promising 
Crosley Broadcasting stations, and 


later Bendix Home Appliances (pur- 
chase price: $16 million). Avco was 
back in civvies with a vengeance. 
For awhile, it all paid off hand- 
somely. By 1950 Avco was riding the 
crest of the home appliance boom. 


Almost universally Victor Emanuel 
was hailed as something akin to 
genius. No wonder. In five short 


years, Avco’s sales had skyrocketed 
from $32 million to $257 million, its 
net income from $2.8 million to $12.6 
million. By then no one in the auto- 
matic washer business could even 
come close to matching Bendix’s 20% 
of the market. Meanwhile Crosley’s 
Shelvador refrigerator, once an ob- 


scure brand, had grabbed 10% of the 
refrigerator market, was fighting 
Philco for third place after GM's 


Frigidaire and GE. 

Then the roof began first to leak, 
and finally to cave in on Avco’s ap- 
pliance venture. The Korean war 
brought material shortages to con- 
sumer goods industries. A weak dis- 
tribution set-up, compounded by 
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soaring costs and management shuffles 
in Cincinnati, begot dealer discon- 
tent. Worse still, Avco appliances 
began developing bugs: eg. a 
spring in the Bendix Power Surge 
Washer developed a disposition for 
breaking; the pilot light in the Ben- 
dix gas dryer kept blowing out; one 
line of 21-inch Crosley TV receivers 
was so underpowered that 10,000 sets 
had to be sent back for major over- 
haul. So bad did things become that 
one Texas dealer fired off a wire to 
Cincinnati~charging sabotage. Sure- 
ly, he implied, no company could ac- 
cidentally make so many mistakes. 

Even such drastic measures as com- 
bining Crosley and Bendix into one 
appliance line failed to save the ship. 
By the middle of last year, Bendix’s 
share of the washer market had plum- 
meted from 20% to 5%. Meanwhile 
Crosley’s portion of U.S. refrigerator 
sales thudded down from 10% to 4%. 
In place of the combined $20 million 
the Crosley-Bendix divisions had 
earned before taxes in 1950, two 
years later they were earning only $5 
million. 

But the worst was yet to come: 
1952 turned out to be the last year 
Avco’s appliance business was to show 
black ink. In the next three years, 
appliance losses averaged $7 million 
a year, and by the end of 1956's first 
nine months, the losses were running 
wild at $11 million. Emanuel felt 
that he had no choice but to get Avco 
out of appliances at all costs. 

Silver Lining. Last month Avco’s 
Victor Emanuel was speaking and 
acting like a man who had perhaps 
lost a battle, but not the war. “The 
appliance business,” he pointed out, 
“is worse now than when we got out.” 
And, he added, while the $16 million 
loss looks bad on Avco’s books, there 
is also much that the books do not 
show. Not only did Avco earn $35 
million before taxes on its appliance 
properties before the bubble burst, 
but the plants themselves are car- 
ried on the books at only one fifth 
the cost it would take to replace them. 
As for the loss itself, it can be car- 
ried over as a tax saving on future 
earnings so that Avco fortunately will 
be able to keep 1957’s net income al- 
most intact. 

Equally important to Emanuel is 
that Crosley Broadcasting, originally 
part of the Crosley package, is now 
one of the company’s most dependable 
profitmakers. Today its annual gross 
and net are three times larger than 
when Avco bought Crosley. Crosley 
Broadcasting also provided an im- 
portant morale builder in another way 
last month when, 11 years after filing 
its first application, it finally won FCC 

permission to transmit over Indian- 
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PRESIDENT RICH: 
he underscored a promise 


apolis TV Channel 13. The new 
station (WLW-I) brings to five the 
number of VHF outlets operated by 
Crosley, the maximum allowed any 
one company under FCC regulations. 

Up & Down. “Never marry a busi- 
ness,” Emanuel’s father, a midwest 
interurban railway entrepreneur, 
used to tell him. “Conditions change. 
What is great today won’t be great 
tomorrow.” Victor Emanuel has 
since had ample reason to respect his 
father’s wisdom. As a young man he 
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1945: Boucut Crosley Corp. 
and New Idea, Inc. 


Sotp bulk of American 
Airlines shares 


1947: Soxtp Consolidated Vultee 


RecetveD Nashville Corp. 
and ACF-Brili Motors 
Co. 


1950: Boucur Bendix Home 
Appliances, Inc. 


LiquIpATED Pan Ameri- 
can Airways stock 


1951: Sotp rest of American 
Airlines shares and ACF- 
Brill 


1953: Soxtp 25% interest in New 
York Shipbuilding Corp. 


Boucut Ezee Flow and 
Moffats, Ltd. 


1956: Sotp Crosley-Bendix 
Home Appliances 














left Dayton’s St. Mary’s College in 
World War I to join the fledgling U.S. 
Naval Flying Corps, rose to chief 
quartermaster of aviation. At war’s 
end he joined his father’s firm, the 
Albert Emanuel Co., took over the 
presidency when his father retired 
in 1924. That year he organized the 
National Electric Co., a public utility 
holding company, five years later ar- 
rived on Wall Street with the found- 
ing of the investment house of 
Emanuel & Co. (now Emanuel, Deet- 
jen & Co.). 

By the time he was 30, Victor 
Emanuel had piled up a personal for- 
tune in public utilities reckoned. at 
some $40 million. “If anybody had 
told me that the public utility hold- 
ing company business would bust up,” 
says Emanuel today, “I would have 
called him crazy.” But when the 
market crashed in 1929, Emanuel’s 
holdings and his fortune crashed with 
it. 

Old Avco. In 1937 Emanuel climbed 
aboard Avco’s predecessor, Aviation 
Corp., as president. Nothing like the 
old Avco ever was. An immense 
holding company, it was a complicated 
corporate hodgepodge that at one 
time had 66 directors (“The greatest 
board,” Emanuel insists, “that this 
country ever had.”) and 47 subsidiar- 
ies. Included in Aviation Corp.’s 
crowded portfolio: 29.6% of the com- 
mon of Consolidated Vultee (which 
in turn controlled 48% of ACF-Brill 
Motors), 20.7% of New York Ship- 
building Corp., such remnants of the 
E.L. Cord auto empire as 61.3% of 
American Ceritral Mfg.; 20.3% of 
American Airlines, 6% of Pan Amer- 
ican Airways and 20% of Roosevelt 
Field. So involved were Avco’s 
wheelings & dealings that a catch 
phrase became a company cliché: 
“Now this is going to sound compli- 
cated, but it really isn’t.” 

Under Emanuel’s_ ministrations, 
Avco transformed itself from a hold- 
ing company into a manufacturing 
company with some sizable outside 
investments. Though the Govern- 
ment forced Avco to part with all but 
4% of its American Airlines holdings 
(in 1945), Avco sold the rest volun- 
tarily (in 1951). Selling at 70 (prior 
to American’s 5-for-1 stock split), 
Emanuel crows, “We got out ahead of 
the game—and the same was true for 
Pan-Am.” But as for the rest of 
Avco’s postwar dumpings, Emanuel 
readily admits that “The decisions 
were mine” (though his board went 
along). 

He junked ACF-Brill because he 
saw no future for Avco in a bus 
company, jettisoned American Pro- 
peller because he saw the jet age 
coming on. Emanuel defends his ac- 
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tions on grounds that he chucked 
only those properties in which Avco 
did not have a controlling interest. 
Being a minority holder, says Eman- 
uel, Avco never did realize sufficient 
earnings to justify holding the prop- 
erties, nor did it have the power to 
better them. 

But if some on the Street are quick 
to criticize Avco’s Emanuel for lop- 
ping off some mighty choice proper- 
ties, others are just as ready to hold 
his coat. “Emanuel was right,” says 
one analyst. “Just look what hap- 
pened to the aircrafts between World 
War II and Korea.” Yet it is also 
argued: “Look what happened to the 
aircrafts after Korea.” Moreover, in 
dealing Avco a new hand postwar, 
Emanuel shrewdly kept one ace in 
the hole. He held on to money-los- 
ing Lycoming Engine. “It cost us a 
fortune to keep it going,” he says rue- 
fully, “but today it is one of Avco’s 
two most profitable divisions.” 

Idea Man. Avco’s Mr. Emanuel has 
been called “a corporate assembler, a 
buyer and seller of businesses on the 
grand scale, a sophisticated financier 

. a backer of big ideas, big goals— 
to the limit.” Says an old and close 
associate: “Victor is basically a fi- 
nancial man, a promoter, a politician. 
His ideas are often very good. He 
has courage. If he manages, it’s hor- 
rible. But if he guides, then it’s 
splendid.” 

Though Avco Vice President—Fi- 
nance Kendrick Wilson Jr. insists 
that “Victor’s a lot more of an oper- 
ator than he’s willing to admit,” 
Emanuel himself denies that he is 
any kind of bigtime wheeler-dealer. 
“I’m not a manufacturer, but an ap- 
preciator,” he smiles. “I could never 
run a sales office, but I admire people 
who do.” Comments one longtime 
associate: “Talking to Victor is like 
talking to an IBM machine with 
emotions.” 

Last month Avco’s human calcu- 
lator was clicking along like RAMAC. 
At Emanuel’s direction, Avco imme- 
diately earmarked $2 million to build 
a modern station for Crosley Broad- 
casting’s new WLW-I, get it on the air 
by September. In Wilmington, Mass., 
ground was broken for a $16.5-million 
super science center that will house 
Avco’s ambitious Research and Ad- 
vanced Development Division, be in 
operation by mid-1958. And recent- 
ly Avco got word that a Lycoming 
engine has been selected to power 
Bell’s 47J helicopter, the whirlybird 
that will serve as Dwight Eisenhow- 
er’s air taxi. Says Emanuel: “The 
organization is much better. This 
company never had the opportunity to 
get on the kind of keel it is today.” 

Shadow & Substance. But for all of 
Emanuel’s conviction, Wall Street’s 
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attitude was still “Let’s wait and see.” 
And with some reason. Shorn of its 
Crosley-Bendix divisions, once mighty 
Avco is today a mere shadow of its 
former self. Still something of a cor- 
porate hodgepodge, it not only broad- 
casts (Crosley Broadcasting) and 
does scientific research (Research & 
Advanced Development), but manu- 
factures everything from aircraft en- 
gines (Lycoming) and ranges (Mof- 
fats) up to and including manure 
spreaders (New Idea) and the kitchen 
sink (American Kitchens). 

At $320.5 million last year, Avco’s 
sales are a long way from 1953’s high 
of $428 million. As for earnings, Avco 
managed to salvage only a token 5c 
a share in 1955, actually dropped 8c a 
share into the red last year (not 
counting the $1.76 per share that it 
cost to get out of the appliance busi- 
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CROSLEY REFRIGERATORS: 
in went the towel 


ness). Avco has not paid a dividend 
since 1955. 

Thus when ebullient Victor Eman- 
uel agreed to appear before the New 
York Security Analysts two months 
ago, it was little wonder that lower 
Manhattan’s Schwartz’s Restaurant 
was packed to the coat racks. Said 
one observer: “I’ve never seen any- 
thing like it. That company actually 
bared its soul.” Emanuel’s basic 
theme: “I have never been so confi- 
dent of the future of this organiza- 
tion.” 

But while the analysts came to see 
Emanuel, they stayed to hear and 
cheer the young (44) man he intro- 
duced as “my valued colleague,” and 
who pointedly carried the ball for the 
rest of Avco’s presentation: Raymond 
A. (for Arthur) Rich, Avco’s presi- 
dent since December. 

If Emanuel claims to be “the world’s 
worst speaker,” Ray Rich comes close 


to being the world’s best. Smooth as 
a WLW announcer, he is a good look- 
ing ex-Navy man (Pacific), ex-man- 
agement consultant (Van Doren, 
Nowland and Schladermundt) and 
former Philco vice president 
(appliances), who, Emanuel has al- 
ready proclaimed, “will succeed me 
as chief executive officer.” In three 
months on the job, heir-apparent Rich 
has made 33 different trips to Avco 
installations, in one four-day grind 
logged 5,000 miles in Avco’s Lockheed 
Learstar. The Schwartz appearance 
was the first hard look that Wall 
Street had had of him, and it was 
visibly impressed. 

Inside Avco. Division by division, 
Rich dissected Avco and let the anal- 
ysts look inside: 

e Lycoming—“An old-line name 
with a lot of new thinking.” With 
many of its projects classified, Lycom- 
ing has been developing gas turbine 
engines since 1951, expects to see the 
T53 and its successor become widely 
used in both helicopter and fixed wing 
aircraft, military and civilian alike. 
This year Lycoming will be Avco’s 
most profitable division. 

© Crosley—Free of the Crosley- 
Bendix appliance millstone, it is con- 
centrating on defense work. A major 
producer of B-52 fire control systems, 
it is also deep in development work 
on the Volscan air traffic control sys- 
tem, has a host of contracts for a 
mobile radar system, meteorological 
equipment, components for the SAGE 
continental defense system, as well as 
jet transport components. President 
Rich asserts flatly that Crosley will 
“turn around this year from a very 
large loss position to a large profit 
position.” Adds he: “Crosley will 
probably be our second most profit- 
able division, and it has a possibility 
for the greatest dollar volume and 
profit of any division over the next 
several years.” 

© Crosley Broadcasting—Showing 
a 15% profit gain last year, all four of 
the broadcaster’s TV stations, plus 
Cincinnati’s WLW radio outlet, are 
solid moneymakers. Avco’s brass in- 
sists that the division’s profits will be 
up again this year “over what was 
already a good profit showing in 1956.” 

e New Idea*—A specialized farm 
equipment producer (Ezee Flow trade- 
mark), it is, says Rich, “coming along 
beautifully.” In the 1956 farm slump, 
New Idea’s sales declined only half as 
much as the farm equipment indus- 
try’s and sales of its corn picker rose 
23% for a clean sellout. From “a rela- 
tively good profit” in 1956, Avco ex- 


*So named because its first product, a 
manure spreader, was very much of a new 
idea. The manure spreader, goes an old Avco 
joke, “is the only product the company won't 
stand behind.” 
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pects New Idea to plow a 15% wider 
sales furrow this year, reaps a 100% 
increase in its net. 

® Moffats—This Canadian producer 
of gas ranges, home laundry equip- 
ment, refrigerators and air condition- 
ers constitutes Avco’s last gasp in 
appliances. A money-loser last year, 
Moffats suffered from severe competi- 
tion and low prices, but Avco is hang- 
ing onto it for two good reasons: 1) 
Moffats has a top name in Canadian 
gas appliances; 2) by summer, natural 
and bottled gas will be plentiful in 
once gas-hungry Canada, a fact that 
promises to give a lift to Canada’s 
entire economy. With management 
shuffled, overhead cut and “new spirit” 
instilled, Moffats, Rich predicts, should 
be in the black by month’s end. At 
Avco’s New York headquarters, its 
brass now have private bets going on 
just how much money Moffats will 
make this year. 

© American Kitchens—The weakest 
link in Avco’s corporate chain, Amer- 
ican Kitchens makes cabinets, sinks, 
ovens and dishwashers under its own 
label as well as for outside manufac- 
turers, ranks second in the industry 
after American Radiator’s Youngs- 
town Kitchens. Struggling American 
will likely be Avco’s only red ink 
division in 1957, but Emanuel and Rich 
insist that they see distinct black ink 
possibilities in it. With hush-hush 
secrecy, they are planning to launch 
the division into a new field, one that 
would cost some $7 million to invade 
fresh, but will cost Avco, which al- 
ready has the plant and capacity to 
tackle the new job, only some $100,- 
000. It expects to be in production by 
year’s end. 

e Research & Advanced Develop- 
ment—Only two years old, this divi- 
sion is already well in the black, may 
possibly prove to be Emanuel’s 
shrewdest brainstorm. RAD’s prog- 
ress, says Rich, “is all the more amaz- 
ing when you consider that it was 
done in a time of a declining profit 
situation.” Determined to corral “not 
the biggest, but the best” scientific 
staff in the country, Emanuel person- 
ally set to work to persuade dozens 
of top drawer scientists to come to 
Aveo. Among them: Division Chief 
and Board Member Dr. Lloyd P. 
Smith, onetime head of Cornell’s De- 
partment of Physics, who turned down 
some 50 offers before taking Avco’s; 
Dr. Arthur Kantrowitz, research lab 
director, board member, and gas dy- 
namics specialist, who is deep in work 
on the re-entry phase of missiles. Sig- 
nificantly, says Rich, when RAD (now 
1,500 strong) had to relocate last year 
from Stratford, Conn., to Lawrence, 
Mass., only 21 of the 800 scientists in- 
volved in the move dropped out. Hav- 
ing sold Avco to the scientists as the 
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AVCO’S 1957 BLUEPRINT, 


Estimated Sales 


Category (in millions) 


GOVERNMENT WORK: 
Electronics $60 20% 
Contract machine work 6 2 
Aircraft engines 50 16% 
Aircraft components 15 5 
Research & development 51 17 


6024 % 


Percent of 
Total Sales 


Total Government Work: $182 million 
CIVILIAN BUSINESS: 
Farm equipment $20 
Commercial engines 
(including aircraft) 22 
Commercial and 
consumer products 30 
Commercial contract 
mfg. for others 34 
Broadcasting 12 


624% 


Total Civilian Business: $118 million 











kind of company where scientific 
minds can work and grow, Rich con- 
siders Avco’s now blue ribbon staff 
part of the company’s attraction, ex- 
pects to net $3 to $5 in profits for 
every $1 invested in research. 

All in all, Avco confidently expects 
to ring up sales of $300 million this 
year, net $15 million, and resume divi- 
dends (probably at 20c a share). To 
the amazement of the analysts at 
Schwartz’s, it even went so far as to 
break down its great expectations 
(see table). 

Year of Decision. Victor Emanuel as- 
serts that this is Avco’s year of 
decision. In its first decisive quarter, 
Avco will probably ring up sales of 
some $83 million (vs. $88.7 million in 
1956’s first quarter), net 33c per share 
(vs. 7c). But as one wait & see Wall 
Streeter put it last month: “They'll 
have to deliver because that’s their 
promise. Another disappointment is 
going to be a helluva lot tougher to 


AMERICAN KITCHENS’ SINK: 
weakest remaining link 


live down than that appliance fiasco.” 
Replies Emanuel: “That’s 100% cor- 
rect.” 

But Emanuel feels in his bones that 
Avco will come through. “Never,” 
says he, “have I felt such tremendous 
confidence in where we're going. 
We're in a lot better basic financial 
shape than most industrial companies 
I know.” One thing that makes him 
feel so is Avco’s working capital po- 
sition, which now stands at a healthy 
$68 million. Thanks to the Bendix 
sale, Avco’s ratio of current assets to 
liabilities is up from 1.9:1 last year to 
2:1. Moreover, while its books show 
total facilities valued at only $38 mil- 
lion, they are actually insured for 
better than $100 million. Meanwhile 
Avco has touched barely half a $40 
million bank loan, and by virtue of 
Government inventories and receiv- 
ables alone, Emanuel cries gleefully, 
“the Government owes us more mon- 
ey than we owe anybody.” 

In this expansive mood, even Eman- 
uel is willing to forgive Wall Street 
its show-me attitude. He admits quite 
frankly that, on its record, Avco de- 
serves it. “There is indeed such a 
thing as biting off more than you can 
chew,” he says, “and we did it.” But 
with Avco’s sales now geared to 60% 
Government work, 40% consumer 
goods and services, he is steering Avco 
toward the 50-50 break which he firm- 
ly believes will fully redeem the ap- 
pliance disasters. 

Significantly enough, while the de- 
fense backlogs of many military hard- 
ware producers have been falling off, 
Avco’s has been rising, now stands at 
a hefty $340 million, up 70% over 
1955. “One thing you can count on,” 
vows Emanuel. “This company will 
never get out of the defense business. 
If a war comes tomorrow [and Eman- 
uel bitterly believes that World War 
III is now ‘only too possible’] our 
Nashville plant can go right back to 
turning out whole planes, even mis- 
siles. I don’t care how far that seems 
from manure spreaders, it’s a great 
thing for stockholders to have that 
kind of diversification. And what’s 
more, even if Ray [Rich] and I were 
to die tomorrow, this company has got 
the management depth to carry on 
without us. Of course, a depression 
or a war could upset the apple cart, 
but there’s no use in aiming any- 
where but the top.” 

“This is the year,” one longtime 
Avco man put it succinctly last month, 
“that we’ve got to put up or shut up.” 
But even if most of Wall Street has 
yet to see it their way, Emanuel, Rich 
and cohorts are convinced that in 1957 
Avco will put up. If it can, then Mr. 
Emanuel, the old Master of Hounds, 
will have again proved himself a cun- 
ning old fox after all. 
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THE DOLLAR 


BEAR MARKET 
IN MONEY 


According to the old saw, 
“nothing can go up forever.” 
The poor old dollar, however, 
shows distressing signs of go- 
ing into a non-stop tailspin. 





To orthodox economists and bankers 
there has been one thing seriously 
wrong with our current prosperity: 
it has been accompanied to a dis- 
turbing degree by a steady decline 
in the value of the dollar. 

Last month, with the same dreary 
regularity that has marked its per- 
formance in most of the postwar years, 
the purchasing power of the dollar 
registered another new low. 

As calculated by the U.S. Depart- 
ment of Labor’s Bureau of Statistics, 
the buying power of the greenback 
dropped to 85c. Actually the story was 
even worse. The reported value of 
85c was calculated in terms of an 
index of wholesale prices for the 
period of 1947 through 1949. 

But in terms of the older, 1935- 
1939 base, the picture was even more 
discouraging—and more accurately 
so. In terms of the older BLS dollar, 
today’s greenback has a purchasing 
power of just 5lc. In terms of the 
1913 dollar, the current dollar is worth 
just 35c. 

More than ever last month it looked 
as though inflation, like bad weather, 
was something everyone deplores but 
no one does anything effective about. 


BUILDING MATERIALS 


STANDOUT 


In a generally lagging build- 

ing materials industry Johns- 

Manville is showing itself to 
be a solid standout. 





One of the distinguishing marks of 
the U.S. postwar prosperity has been 
the economy’s astonishing ability to 
roll on in high gear while whole major 
industries have been stalled in priv- 
ate recessions. Last year it was the 
big building materials industry’s turn 
to break down. Such industry lead- 
ers as American Radiator, National 
Gypsum, U.S. Plywood and Arm- 
strong Cork all reported profits down 
from 9% to 38%. This despite the 
fact that Gross National Product and 
over-all corporate profits both sailed 
on to new alltime highs. 

“And that,” said a prominent Wall 
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THE DRIFTING 
DOLLAR 


11 isn’t whot it once was by oa 
long sight. 
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Street security analyst last month, “is 
one more reason why we are so im- 
pressed with Johns-Manville’s* show- 
ing.” J-M Chairman Lester Cassidy 
had given the analysts plenty to be 
impressed with. J-M’s sales, Cassidy 
informed stockholders, rose smartly 
from 1955’s $285 million to $310 mil- 
lion in 1956. Profits rose from $23.5 
million to $25 million. Only the sale 
of 648,696 new common shares in Oc- 
tober prevented profits per share from 
rising as well; they slipped from 
$3.67 to $3.50. 

Well-Mixed. How had Johns-Man- 
ville been able to weather the building 
squalls so successfully? The answer 
lies in large part in its shrewdly bal- 
anced sales mix. Some 60% of Johns- 
Manville’s sales are made up of such 
industrial products as factory insul- 
ation, transite pipe, valve packings 
and friction materials for auto brakes 
and the like. Of the 40% which goes 


*Traded NYSE. Price range (1956-57) : high, 
5834; low, 434%. Dividend (1956): $2.25. Indi- 
cated 1957 payout: .25. Earnings r share 
(1956): $3.50. Total assets: $259.3 million. 
Ticker symbol: JM. 


J-M’S FISHER: 


to home builders nearly half is for the 
repair and maintenance of existing 
houses. A full two thirds of the total 
sales volume consists of products 
based on asbestos fibres of which 
Johns-Manville has the world’s larg- 
est and lowest-cost major deposits. 

For 1957, even the more optimistic 
homebuilders last month were pre- 
dicting a dour year. Johns-Man- 
ville? “This year,” President Adrian 
Robert Fisher informed the com- 
pany’s 19,200 stockholders, “Johns- 
Manville is spending $37 million on 
expansion, the highest amount in its 
history. ... We are prepared to expand 
plants and enlarge our sales organiza- 
tion to keep slightly ahead of the 
country’s economic. growth.” 

Added Chairman Cassidy: “Despite 
tight money and increased competi- 
tion, the Johns-Manville outlook for 
1957 is good, very good.” 


WALL STREET 


NUMBERS GAME 


What's in a number? Can 
high-priced stocks, in fact, be 
as cheap as low-priced ones? 





Are stock splits really necessary? As 
long as there is a free economy and 
public ownership of corporations this 
debate probably will continue. In 
recent years, however, at least one 
argument for keeping prices down 
through splits has proven to be as 
hollow as a bucket shop salesman’s 
promise: namely, that high price tags 
on stocks keep the public out and the 
profits down. 

What does the record show? Stan- 
dard & Poor’s low-priced stock index, 


CHAIRMAN CASSIDY: 


their house weathered the building storm 














dustrial common stocks, 








INVESTMENT ARISTOCRATS 


Not all U.S. corporations have succumbed to the 
vogue of the stock split. Here are the leading in- 


that recently sold for $150 a shore or more. 


Stock* Current Price 1956-57 Range 1956 Net Per Share 1956 Dividend 
American Tel. & Tel. 177 165- 187 $10.75 $ 9.00 
Cleveland, Cincinnati, 

Chicago & St. Louis Ry. 207 185- 207 40.83" 10.00 
Coca-Cola International 950 750- 1,000 37.17 36.85 
E. |. du Pont de Nemours 181 175- 237 8.19 6.50 
Gold & Stock Telegraph 163 153- 163 tt 6.00 
Internat. Business Machines 519 298- 550 13.10 3.607 
Mahoning Coal RR 500 473 - 610 27.98 (9 mos.) 30.00 
Peoples Gas, Light & Coke 191 147- 168 9.85 7.75 
Rohm & Haas 360 363- 510 15.21 2.407 
St. Lovis & S.W. Ry. 241 235 - 311 58.70 5.00 
Superior Oil of Calif. 1,255 940- 1,420 11.94 2.00 
Texas & Pacific Ry. 158 150- 183 18.81 8.00 
Great Atlantic & Pacifict 157 155 - 189 16.09% 7.00 
Christiana Securities** 12,400 12,000 - 16,400 485.00 485.00 


*Traded NYSE. Exceptions noted. tTraded American Stock Exchange. **Traded over-the-counter. 
TTNot reported. 41955. 2Plus 212% stock. 3Plus 3% stock. 








both listed and unlisted, 











composed of 23 issues, advanced from 
a high of 185.3 in 1950 to a high of 
295.8 last January, a rise of 60%. To 
be sure, such individual performers 
as Callahan Zinc (up 116%) did bet- 
ter, while others (Benguet Consoli- 
dated, for instance, up only 29%) did 
worse than the index. 

Out of Reach? On the other hand, 
such stiff-priced stocks as Interna- 
tional Business Machines and Super- 
ior of California did handsomely by 
comparison. Over the same period, 
IBM moved up 337% from i26 to 550. 
Superior Oil, considered by some 
skeptics to be way over-priced at 370 
in 1950, soared to 1420 in 1957. During 
the same period the DJI rose 121%. 

Was Superior Oil really out of 
reach at 370? Many must have 
thought so, remembering the inflated 
stock prices of 1929. Yet they might 
have looked more profitably at such 
significant statistics as the small 
amount of free-floating shares in the 
California company—only 200,000— 
and figured again. Rohm & Haas, too, 
was far from the popular price cate- 
gory at 127 in the post-Korean buying 
burst. But by last year it had climbed 
302% to 510. And, after all, it is per- 
centage investors look for, not points. 

Most investors, by way of ex- 
ample, could have done worse in 1950 
than buying a single share of Chris- 
tiana Securities, the family holding 
company that controls mighty E. I. 
du Pont de Nemours. That share 
cost a whopping $5,530 at its 1950 
peak. Too expensive to be profit- 
able? At its 1956 high that single 
share was worth $16,400—an advance 
of almost 200%. 


Moral for Investors: Look for invest- 
ment value, not in the mere price of a 
single share of stock, but in the as- 
sets, earning power and growth pros- 
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pects that lie behind each share. In 
this respect high-priced stocks can be 
as cheap as low-priced ones. Invest- 
ing is a matter of value, not of num- 


bers. 


APPAREL 


A WELL-DRESSED 
BALANCE SHEET 


Hart Schaffner & Marx sports 

a first-class balance sheet. Its 

profit & loss statement, how- 

ever, is somewhat on the 
frowszy side. 


Wuen American troops swung into 
Paris in 1944 many of them were 
startled, and sometimes irritated, by 
20 roadside billboards extending 
“Congratulations on a job well done. 
Hart Schaffner & Marx* Clothes, 
U.S.A.” It was all the doing of ener- 
getic, businesslike Meyer Kestnbaum. 
As president of the U.S.’ largest 
manufacturer of men’s _ clothing, 
Kestnbaum was missing few bets for 
selling a prospective market of 12 
million servicemen who were both 
ready and anxious to exchange khaki 
for mufti. 

Around the Clock. Kestnbaum was 
not disappointed. His cutters and 
stitchers worked around the clock in 
1946 to supply the demand of home- 
bound servicemen. When the returns 
were in that year, Hart Schaffner & 
Marx had pocketed the neatest profit 
margin (12c on the sales dollar be- 


*Traded NYSE. Price renee, on fit Si. 
high, 39; low, 25. —_—— 
In feated 1957 a Tota arainigs per 
share (1956): sf6 a assets! $51.9 mil- 
lion. Ticker symbol: 





fore taxes) in its history and had but- 
toned up an impressive 20% return 
on stockholders’ equity. 

But as the veterans settled down to 
civilian life, Kestnbaum found he had 
more than his fellow clothing manu- 
facturers to compete with. Makers 
of convertibles and cameras, homes 
and hi-fi were producing wares which, 
as events proved, were more allur- 
ing than sartorial elegance to subur- 
ban-minded US. citizens. Hart Schaff- 
ner & Marx’ sales volume continued 
to mount, rising from $46 million in 
1946 to nearly $80 million last year. 
But the increase merely reflected ris- 
ing prices chasing soaring costs. “In 
this business,” says Kestnbaum sadly, 
“we have dragged our feet on raising 
prices fast enough to keep up with 
costs.” 

As a result, by 1952 Hart Schaffner 
& Marx’ profit margin had shriveled 
to a postwar low of 1.6c on the sales 
dollar, net to a bare $1 million. 

Slowly Rising. From that low point, 
Kestnbaum struggled hard to get the 
crease back in his profits. It was not, 
however, an easy job. Just back 
from a wool-buying trip to Australia 
last month, Kestnbaum reported to his 
stockholders that Hart Schaffner & 
Marx had netted $2.5 million on sales 
of $79.5 million during 1956. This 
was the best showing since 1948, but 
it was still a far cry from the 1946- 
1948 years. It represented, moreover, 
a return of barely 5% on the equity 
of $68.39 that stands behind each Hart 
Schaffner & Marx share on its well- 
tailored balance sheet (net working 
capital alone amounts to $49.68 a com- 
mon share). 

Besides the comforting feeling that 
goes with knowing that there are 
valuable assets behind their shares, 
Hart Schaffner & Marx stockholders 
last month could take at least some 
comfort from Meyer Kestnbaum’s 
predictions for 1957. “It’s going to 
be a good year,” said he. “Yes, right 
now I think our prospects are good.” 





CLOTHIER KESTNBAUM: 
his returns were raveled 
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DRUGS 


GILDED LILLY 


Salk vaccine has given drug- 
maker Eli Lilly, which pro- 
duces 70% of it, a mighty 
shot in the arm, made it the 
U.S.” No. One ethical drug- 


maker. 


For most drugmakers, polio vaccine 
has been only a headache. But for 
Indianapolis’ Eli Lilly & Co.* it has 
been a mighty shot in the arm. As 
the world’s largest producer of Salk 
vaccine, Lilly accounts for 70% of all 
U.S. production, last year boosted its 
vaccine sales from $10.3 million to 
$28.9 million. Thanks partly to this, 
Lilly’s sales climbed 20% (to $181.5 
million) last year, its net a stunning 
84% (to $30.1 million). In the process, 
Eli Lilly nudged out Chas. Pfizer as 
the nation’s largest ethical drugmaker. 

Lilly’s Leap. Lilly’s President Eu- 
gene Nevin Beesley thinks that his 
Salk treatment is just beginning to 
take effect. Until this year, the vac- 
cine was administered only to chil- 
dren, pregnant women and needy 
adults. Now it is being released to 
the general public. 

But for a shrewd gamble last Sep- 
tember, Lilly would not now be where 
it is in vaccine. Six months ago Bees- 
ley boldly decided to set about pro- 
ducing as much Salk vaccine in the 
first half of 1957 as he expected to 
in all of 1956. “We were taking a big 
gamble; there was already a lot of 
public apathy about taking polio 
shots,” he concedes. And for a while 
it looked like a losing one. “In No- 
vember and December,” he says, “we 
could hardly give the vaccine away.” 

By last month, however, Beesley’s 
calculated gamble was clearly paying 
off. As public health officers cam- 
paigned for universal shots, Lilly 
temporarily ran out of stock. With 
Salk sales up 30% in the year’s first 
two months, Eli Lilly was getting the 
volume it needed to widen its profit 
margins. “It looks now,” says Bees- 
ley, “as if we didn’t turn out enough 
vaccine.” 

1,200 Reasons. But one thing is in- 
evitable in the fast-moving drug busi- 
ness: today’s profitmakers tend to 
become tomorrow’s pleasant memor- 
ies. How will Lilly fare once the 
U.S.’ citizenry gets its shots? Not at 
all badly, says Beesley. “For one 
thing, not enough attention has been 
paid to the need for annual booster 


*Traded over-the-counter. Price range 
(1957): high, 5942; low, 50. Dividend (1956) : 
$1.80. Indicated 1957 payout: $1.80. Earnings 
poe, are (1956): $3.82. Total assets: $195.6 
million. 
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PRODUCING SALK VACCINE: the fiscal effects took longer 


shots.” As of now, no one really 
knows how lasting the immunity is. 
“Then, too, we haven’t even begun to 
sell vaccine overseas yet.” Actually, 
however, Beesley is not counting on 
vaccine alone to keep Lilly’s new- 
won pre-eminence. With over 10% 
of Lilly’s 8,900 employees at work in 
research to find new products, Bees- 
ley already has 1,200 reasons for opti- 
mism in his sales catalog. 

In Wall Street last month, many a 
shrewd moneyman was turning a 
speculative eye to Eli Lilly’s spectac- 
ular past and its looming future. It 
was a sight to behold. Largely fam- 
ily-owned, Lilly has yet been no in- 
grown laggard. From third place 
among ethical drugmakers in 1953, it 
has climbed to the top of the heap. 

One big reason it has arrived there 
is the tight family control which has 
enabled Eli Lilly to take unusual 
gambles. One such was the decision 
to go ahead with stepped-up produc- 
tion of the Salk vaccine when it had 
become a drug on the market. An- 
other was a similar gamble taken in 


LILLY’S BEESLEY : 
a gamble against apathy 


1950, when Lilly decided that its re- 
search department should have a tis- 
sue culture laboratory. At the time 
there was no immediate use for it, but 
it seemed a likely—if purely specula- 
tive—addition. But Eli Lilly’s gam- 
bles have a way of paying off. Four 
years later, when Lilly wanted to 
move into Salk vaccine production, it 
thus had the tissue culture laboratory 
and the trained research staff that it 
needed to get going. 

Booster Shot. From the start, Lilly 
took the lead in Salk vaccine produc- 
tion, and has recently increased it. 
Largely as a result, last month Wall 
Street’s analysts were estimating Lil- 
ly’s 1957 sales at $220 million, its net 
at $4.50 per share. Says Beesley with 
a smile: “That’s nice work if we can 
get it. But it’s really much too early 
to say.” 


RAILROADS 


TEST CASE 


By its Louisville & Nashville 
decision, the ICC may have 
opened the door to a new 
wave of railroad mergers. 





For many a railroad president, eco- 
nomic logic dictates one road to salva- 
tion: widespread mergers, which 
would tie together existing roads into 
fewer and more coherent freight sys- 
tems, eliminate costly duplications in 
service. But until last month, such 
visions were entirely speculative. 
Standing in the way: the Interstate 
Commerce Commission, long wedded 
to the principle of preserving compe- 
tition among US. railroads. 
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Changing Signals. Last month, it 
seemed possible that the ICC itself 
may have changed its collective mind. 
After two years of argument, the 
commission switched signals, flashed 
a green light to the Louisville & Nash- 
ville* to go ahead and merge with its 
75%-owned affiliate; the Nashville, 
Chattanooga & St. Louis.t Effective 
date: April 11. 

For the Louisville & Nashville’s 
President John Tilford, it meant an 
important victory. But for other 
railroad men, it meant far more. In 
earlier years, the ICC could have been 
expected to turn down the L&N’s plan 
as a matter of course. In fact, the 
last railroad merger of any magnitude 
occurred nearly a decade ago, when 
the Pere Marquette was merged into 
the Chesapeake & Ohio. Since then, 
however, there has been an almost 
complete turnover in the commis- 
sion’s membership. If the ICC set 
its seal of assent on Tilford’s proposal, 
his railroad brethren reasoned, it 
might also be openminded on other 
merger proposals. 

Corporate Streamlining. The merger 
has two solid advantages for the Old 
Reliable road. By shortcutting ex- 
pensive and time-consuming inter- 
changes on joint freight movements, 
it will strengthen the L&N’s competi- 
tive hand. Says John Tilford, with a 
look over his shoulder at rival barge, 


*Traded NYSE. Price ran a (1956-57) : 


high, 109; low, 76. Dividend (1 : $5. Indi- 
cated 1957 yout: $5. hy r share 
(1956): $10.70. Total assets: $663.7 million. 


Ticker symbol: LN. 


Traded NYSE. Price range (1956-57): 
high , 148; low, 110. .* > (1 ): $4. Indi- 
cones aol Tota . Earnings r share 

ta assets: $100.2 million. 
Home a. 





NEW LINE-UP 


When it merges with the Nashville, 
Chattanooga & St. Louis this 
month, the L&N will significantly 
alter its rank among U.S. railroads. 





Industry Ranking 
Before After 


Mileage 19th 16th 
Revenues 14th 13th 
Net. Oper. Income 13th 9th 
Net Income 9th 8th 














NEW LOOK 


lis new merger will give the Louisville & 
Nashville a firmer grasp on the Nashville, 
nooga’s rich Tennessee territory. 
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truck and rail carriers: “Improve 
your service, and you are able to 
compete more effectively.” And be- 
cause Tilford will be able to consoli- 
date the two roads’ overlapping 
freight solicitation and accounting 


.operations, he estimates savings of 


more than $3 million a year (based on 
1956 conditions). The most impres- 
sive proof of the saving came from the 
rail unions, which fought the merger 
with the claim that it would enable 
the NC&St.L to cut employment 25%. 
When the merger is completed, the 
L&N will have moved up from the 
nineteenth to sixteenth among U.S. 
railroads in mileage, from fourteenth 
to thirteenth in revenues. Altogether, 
Tilford will command a_ 5,775-mile 
system which last year earned $27 
million on revenues of $248 million. 
The efficiencies the merger will pro- 
vide will be more than welcome. With 
revenues up 2% in January, the L&N’s 
net dipped 14%, while the Chatta- 
nooga’s earnings fell 68%. Says Til- 
ford: “Our record so far this year 
hasn’t been any too good.” Main rea- 
sons: floods in the east Kentucky 
coal fields served by the L&N, an in- 
dustry-wide decline in traffic. 
Tilford, however, is sanguine about 
the L&N’s prospects for 1957. Says 
he: “By the time the year is out, I ex- 
pect we will do about the same’ as we 
did last year.” But he is less opti- 
mistic about the Chattanooga’s out- 
look. “We met with some resistance 
to the merger in some of the cities up 
there, and that won’t do us any good.” 
Merger Bound? If it’s L&N decision 
does indeed herald a new openmind- 
edness about railroad mergers, the 
ICC may well have opened the way to 
even more spectacular savings by 
other railroads than are involved in 
the L&N’s plan. Since the L&N and 
the Chattanooga are generally com- 
plementary, not competitive, lines, 
duplicate services cannot be elimi- 
nated. For other railroads, less well 
integrated, the stakes are bigger. 
But the ICC has not as yet given 
merger-minded railroads a_ clear 
track. Some such combinations, in 
fact, have already fallen by the way- 
side. Among them: the proposed 





merger of the Chicago & North West- 
ern and the Milwaukee roads (scut- 
tled by C&NW Chairman Ben Heine- 
man); a combination of the St. Louis- 
San Francisco and the Central of 
Georgia (vetoed, but not definitely 
killed, by an ICC examiner). But still 
under consideration are some even 
bigger mergers: 1) between the Bur- 
lington, Great Northern; and the 
Northern Pacific; 2) between the At- 
lantic Coast Line and the Florida East 
Coast; 3) between the Delaware & 
Hudson, the Lackawanna, and the Erie. 


OIL 


OIL FROM ROCKS? 


Necessity being the mother of 
invention, crude-short Union 
Oil is making real progress 
in unlocking a hitherto un- 
usable 1000-billion barrels 
of oil from the cliffs of 
Colorado. 


As tHe U.S.’ most highly-motorized 
state, California finds its traffic is 
clogged with one auto to every two 
and a half persons as compared to the 
national average of one for every three 
and one third. Thus despite some of 
the U.S.’ richest deposits of crude, the 
state is chronically short of oil. Cali- 
fornia’s easy-going oil policy, which 
imposes only relatively ineffectual 
voluntary restraints has not helped 
matters. Though California’s current 
production is about 70% of its re- 
finery needs, the state has been burn- 
ing oil as fast as it has been finding it. 





UNION OIL’S TAYLOR: 
demand was too strong 
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As a result, the state’s crude pro- 
ducers have been unable to add a 
single barrel to their reserves in the 
past six years. At the end of 1955, in 
fact, reserves actually had shrunk 
fractionally from the 1949 total of 
3.8 billion barrels. 

“A problem of growing intensity,” 
warned Reese Hale Taylor, 57, chair- 
man of Los Angeles’ big (assets: $651 
million) Union Oil Co. of California,* 
“is that of providing our California 
refineries with the raw materials they 
need to supply our rising sales.” 

Union’s Taylor was not alone in 
worrying about the problem. Such 
big Union Oil competitors for the 
West Coast market as California 
Standard, Shell, Texas and Richfield 
have long wrestled with it. But this 
company in adversity was cold com- 
fort to ambitious Reese Taylor. In the 
past five years he has expanded his 
marketing area and increased the 





OIL SHALE 
RESOURCES 





WYOMING 











number of his retail outlets from 4,209 
to 4,733 in response to a 13% in- 
crease in area oil demand. 

To find more nearby oil to feed his 
big (200,000 barrels a day) refineries, 
Taylor has sent his engineers probing 
into both off-shore and on-shore de- 
posits to find new reserves. He has 
turned to the use of water flooding 
and other secondary recovery meth- 
ods to keep production from falling in 
existing fields. 

But still he could not keep up with 
the insatiable demand of California’s 
motorists. Last year, for the first time, 
Taylor reluctantly began buying 
crude hauled expensively through the 
Indian Ocean and across the Pacific 
from the Kuwait fields of Gulf Oil, 
Union’s largest stockholder. 


*Traded NYSE. Price range ( ye 2 high. 
i 


6555; low = is. Dividend (1956): 
on ee aatcatts 1957 payout: 
(1956) : $4.45. 


ings pet otal A 1 
sor million. Ticker symbol: UCC. 
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Mountain of Oil. “The deficiency in 
California production,” Taylor told 
his stockholders last month, “empha- 
sizes the need .. . to tap new and 
still untried sources.” Even as Union’s 
glossy annual report was going out to 
its 46,000 stockholders, Taylor’s engi- 
neers were indeed doing just that. On 
the sun-splintered cliffs above North- 
western Colorado’s Piceance Creek, 
they had begun literally digging oil 
out of the rocks in purple-brown 
chunks and sending it in cable cars 
to a pilot plant on the valley floor 
1,000 feet below. 

Taylor’s “new and untried source” 
was a mountain of oil—massive de- 
posits of oil shale, that is, oil locked in 
solid rock. Some 47,000 acres Union 
Oil owns in the area hide an estimated 
5 billion barrels of such oil. It is a 
tempting prize for crude-hungry 
Union. The shale reserves are more 
than eight times the company’s cur- 


costing many millions of dollars.” 

Technical Barriers. But first, as Hart- 
ley was well aware, many tough prob- 
lems had to be solved. Crushed shale 
is burned in a retort until it is re- 
duced to ash and oil. The oil itself 
is black and highly viscous. It con- 
tains so much wax, that, in the words 
of a Union engineer, “at room tem- 
perature you could almost walk on 
. 

As a result, crude shale oil will only 
flow at temperatures in excess of 90 
degrees and cannot be moved through 
a pipeline in its original condition. It 
must be partially refined before it can 
be piped. Union Oil engineers believe 
they have solved this refining prob- 
lem for pilot plant purposes but in so 
doing they have raised still another 
knotty question: Where will they get 
enough water in the arid region? “If 
the people of Colorado want an oil 
shale industry,” said Hartley last 


UNION’S SHALE OIL PLANT, COLORADO 


rent proved crude reserves. And that 
is only a beginning. The Piceance 
Creek deposits, though probably the 
richest of such deposits, are only a 
drop in the bucket of the estimated 
1,000-billion barrels of petroleum 
locked in the 16,500 rocky square 
mile area where Colorado, Utah and 
Wyoming meet. 

Tantalizing. But the shale has long 
remained a tantalizing prize, just out 
of the reach of oilmen. The high cost 
of extracting the oil from the shale 
has made it impossible for petroleum 
from this source to compete with ordi- 
nary, free-flowing crude. 

Two years ago Union made plans for 
building a pilot plant to see if the 
cost could be brought down. “If,” said 
Fred Hartley, Union Oil’s able vice 
president for research, “the costs on 
the pilot project turn out to be favor- 
able enough . . . we will consider con- 
structing a large scale oil shale plant 


long on oil, short on water and dollars 


month, “they must reserve 
quantities of water for it.” 

Water & Dollars. Water, however, is 
far from being the only remaining 
obstacle to large scale refining of oil 
from shale. The capital costs of the 
project are likely to be very large. 
Besides the cost of the refinery, an 
expensive pipeline would have to be 
constructed either to the West Coast 
or across Utah to the Four Corners 
area. 

But Hartley feels strongly that 
water and dollars are the big prob- 
lems today, not technology. “For all 
practical purposes the problems of 
converting raw shale oil into oil prod- 
ucts,” says he, “are solved. . . . Some- 
time in the future oil shale will be a 
big industry. The only controversy is 
over the ‘when.’” Happily adds oil- 
seeking Chairman Taylor: “Shale oil 
will be competitive with crude oil 
sooner than most people guess.” 


large 
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MACHINE TOOLS 





ACME’S ACME 


National Acme’s “old-fash- 
ioned way” has paid palpable 
dividends in the up-and-down 


machine tool business. 


Was the boom over? For the nation’s 
machine tool builders, whose orders 
have been drifting in in declining 
numbers so far this year, it was a 
question to ponder in tight-lipped si- 
lence. But there was at least one 
confident voice uplifted—that of a 
shrewd old veteran, Fred H. Chapin, 
81, president of National Acme.* 

Said Chapin: “We think we're a 
little better off than a lot of compa- 
nies. Our backlogs have not been 
falling off; they’re stabilized. Incom- 
ing orders are keeping pace with out- 
going shipments, and reports from 
our branches and foreign represent- 
atives indicate a continuation for 
several months ahead.” Prophesied 
he: “Another satisfactory year.” 
What does “satisfactory” mean? “I 
will not guess at that even for my 
board of directors.” 

Solid & Stolid. In strange contrast to 
the industry’s feast-or-famine career, 
Chapin and National Acme habitually 
greet each new year with unruffled 
calm. Their quiet confidence is not 
without justification. In deficit years 
by industry standards, National Acme 
has usually emerged unscathed. Even 
in 1949, when most machine tool mak- 
ers were wallowing at the bottom of 
the postwar capital goods slump, Cha- 
pin handily turned a _ $1.3-million 
profit on a slender $14.3-million sales 
—not much less than in prosperous 
1943, when National Acme chalked up 
sales of $53.4 million. Similarly in 
1955, when most toolmakers were still 
fighting their way back from a post- 
Korean machine tool recession, Cha- 
pin reported a substantial $3.2-million 
profit on $30-million sales. 

Thanks to such unusual stability 
even in periods of slump, National 
Acme has come to be regarded as a 
rare blue chip in an industry where 
blue chips are pale at best. For some 
twenty years, National Acme has paid 
its dividend with regular precision, 
boosting the payment from $2 in 1948 
. to $5 last year (see chart). But wary 
even of his own impressive perform- 
ance, Chapin sticks resolutely to 
Acme’s traditional 50c quarterly rate, 
makes up the rest in quarterly extras. 
Says he: “I guess I am a little old 


*Traded NYSE. Price range (1956-57): 
high, 82; low, 62. Dividend (1956): $5. Indi- 
cated 1957 P at >t $5. Earnings r share 
(1956): $8.60. Total assets: $29.2 million. 
Ticker symbol: NEM. 
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ACME’S CHAPIN: 
prudent dividends are safe ones 


fashioned.” Why does he not raise 
the rate? “I don’t ever want to have 
to pass a dividend again.” 

Dependable & Diversified. To keep 
National Acme the blue chip of the 
toolmakers it is, Chapin gives first 
priority to its rich cash position. Says 
Chapin with satisfaction: “We have 
the industry’s. strongest balance 
sheet.” In 1955, for instance, the last 
full year for which industry-wide re- 
ports are available, Acme’s cash items 
totaled $12.9 million. By contrast, 
Bullard’s cash totaled $2.6 million, 
and even Cincinnati Milling Machine, 
with more than three times as large 
sales, held only $14 million in cash. 
The reason is not hard to find: in a 
year when Bullard was building a 
new foundry, and Cincinnati Milling 
was expanding its machine tool oper- 
ations and diversifying into chemicals, 
National Acme was salting way cash 
for a rainy day. 

This year, Chapin is more than 
merely glad that he had. For 1957 is 





ACME’S PAYOUT 
Although National Acme’s earnings 
$ (black line) have fluctuated widely over 
the past decade, its dividend (white line) 
9 has trended generally upward. 





shaping up as a distinctly rainy pe- 
riod for the toolmakers. Cincinnati 
Milling, for example, frankly admits 
that its record volume of business last 
year put a considerable strain on its 
working capital. National Acme, 
however, could easily have carried 
twice its $34-million 1956 volume with 
little strain. But Chapin prefers so- 
lidity to strain. “Why,” says he, “we 
could pay dividends at our present 
rate for ten years without ever selling 
another machine or without dipping 
into operating cash. I’ve talked with 
our stockholders, and that’s what they 
want. The security of their dividend 
is more important to them than any- 
thing else.” 

It was not always that way. When 
Chapin moved into National Acme’s 
presidency 30 years ago, the company 
was on the verge of bankruptcy. 
“Working capital,” he recalls, “was re- 
duced almost to the vanishing point, 
and to raise money for operations, we 
had to borrow $4 million at 742% in- 
terest. I vowed that we would never 
face anything like that again.” It is 
not likely that National Acme will 
ever have to. Entirely debt-free, it is 
probably as rich in cash as any cor- 
poration of its size anywhere in the 
nation. 

Pro & Con. Not that Chapin’s “old- 
fashioned” philosophy does not find its 
critics. It does. Such dissenters em- 
phasize that National Acme’s un- 
doubted stability has cost it opportu- 
nities to expand. And to a degree, this 
is true. 

While National Acme admittedly has 
diversified (20% of its sales now come 
from electrical products, threading 
machines, and the like), Chapin has 
refused to risk the pitfalls of headlong 
expansion or diversification. Thus 
National Acme has lacked some of the 
yeasty growth shown by such com- 
petitors as New Britain Machine, 
which has boosted its sales 153%, 
net profits 285%, in the last decade. 
Chapin, by contrast, has contented 
himself with a modest 64% increase in 
profits on a far from spectacular 108% 
increase in sales. 

But National Acme’s Chapin is far 
from moved by such comparisons. For 
he can also point to a deficit-free 
postwar record (New Britain went 
into the red in 1947) and a more 
stable dividend. And what Acme has 
lacked in growth, it has made up for 
in profitability. In 1956, by no means 
an unusual year, while New Britain 
brought down less than six cents on 
the dollar to net profit, Chapin hand- 
ily earned 12 cents. Sales growth, 
observes Chapin, is obviously not 
everything. “The important thing,” 
says he, “is to keep two jumps ahead 
of your competition. That’s what 
we’re doing.” 
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Sinclair Reports Its Best Year 


Sinclair 
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1956, by all principal standards, was the best year to date for Sinclair 
Oil Corporation and subsidiaries. New records were set in: 


NET EARNINGS 
Total $91,070,812, an increase of 12.8 per cent. This is exclusive of 
a non-recurring profit of $4,835,355. 


CRUDE OIL PRODUCTION 


Up for the seventh consecutive year as total liquid hydrocarbon out- 
put averaged 166,528 barrels daily, a 6 per cent rise. 


REFINERY RUNS 


Seven domestic refineries processed 437,319 barrels daily, a 5 per cent 
increase. 


DOMESTIC SALES 


Sales of principal products—gasoline, kerosene, fuel oils—were up 
2 per cent in volume, 5 per cent in dollar value. 


TRANSPORTATION VOLUME 
Both pipe line and marine systems delivered record volumes and 
prepared for even greater quantities in the future. 


The Company’s crude oil production and reserves were fortified 
by an expanded program of exploration, production and acquisition. 
Significant new fields were found in Texas, Oklahoma, Offshore Loui- 
siana and Venezuela, while the Company’s position in the oil empire 
of western Canada was greatly strengthened. 


A major research project will soon be launched with the opening of 
a new Radiation and Tracer Laboratory at the Company’s research 
center, Harvey, Ill. Effects of powerful gamma ray radiation on petro- 
leum products and processes will be investigated. 


Details in Annual Report—Copy on Request 


A Great Name in Oil 


To Date 


SINCLAIR OIL CORPORATION - 600 FIFTH AVENUE, NEW YORK 20, N.Y. 
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OUT NOW —The General Electric Annual Report discusses 


A YEAR OF RECORD PROGRESS 


Share owner participation: Open house at a new General Electric plant 


General Electric’s record of more than 
$4 billion in sales during 1956 meant 
progress for mauy people. 

Progress for customers came in new 
and improved products to help Amer- 
icans live and work better — electri- 
cally. A record 362,122 owners bene- 
fitted from increased sales, earnings, 
and dividends. Employees gained rec- 
ord compensation and benefits, and 
broader opportunities for self-devel- 
opment. Many thousands of other busi- 
nesses found mutually rewarding 
relationships with General Electric: 
suppliers alone were paid almost half 
of every sales dollar. And there was 
progress for every citizen in General 


Electric’s contributions to defense, aid 
to education and pioneering new fields 
such as the gas turbine. 

There were major advances in re- 
search and development, including 
progress in “heatproof” electronics, 
“super-strong” metals, atomic-electric 
power, and jet engines (now in the 
world’s fastest planes, soon to power 
commercial airliners). Progress was 
made in developing leaders with over 
3,500 General Electric people studying 
professional management. 

You'll find more complete details of 
these, and many other areas of prog- 
ress, in the 1956 Annual Report, now 
available. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





HIGHLIGHTS OF THE 
ANNUAL REPORT 


e@ The opportunities ahead (Presi- 
dent’s Report) a 


e@ New and improved products that 
helped General Electric appliance 
sales reach an all-time high. . Pp. 2-3 
e News in automation — industrial 
ORS er ere Pp. 4-5 


@ Progress on earth satellite, mis- 
siles, atomic electric power. . Pp. 8-9 


e@ Developing leaders for the future 
in a growing nation 

e Progress for suppliers, dealers, 
other businesses 


@ New business in gas turbines P. 16 


@ More defense for the taxpayers’ 
dollar 


@ 1956 financial review. . . Pp. 18-29 


if you would 
like a free copy 


of the Annual Re- 

port, write Dept. 

2-119G, Schenec- 

tady, N. Y. If you 

own General Elec- 

tric shares held in 

the name of a brok- ‘ 
er, or in the nominee name of a bank 
or trust company, write to Dept. 
2-119T, and we will mail you regularly 
our share owner publications. 
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STEEL 


WESTERN STAR 


An uncertain year for the 
steelmakers? Not so for 
Kaiser Steel. 





Many a US. steelmaker last month 
was nervously facing an unexpectedly 
uncertain year. Not so Jack L. Ash- 
by, 45, vice president and general 
manager ofCalifornia’s Kaiser Steel,* 
who was stoking his company’s fires 
in anticipation of what looked like its 
best year ever. His optimism was not 
all prospective: while the rest of the 
industry was muddling through the 
first quarter at roughly 95% of 
capacity, Kaiser Steel’s 1.5 million-ton 
Fontana plant was operating full blast. 

Built-In Blessings. Such relative high 
fortune is no new thing for Kaiser 
Steel. Even in 1954, when stee! in- 
dustry operations fell to 71.1% of 
capacity, Kaiser operated at 83.6%. 

The reasons for Kaiser Steel’s bless- 
ings are not hard to find. 1) a seven- 
state territory which consumes almost 
twice as much steel as it produces; 
2) some of the fastest growing indus- 
trial clientele anywhere in the US.; 
3) relatively little competition from 
big eastern steel producers; 4) neatly 
integrated operations which put im- 
ported steel, thanks to steep freight 
rates, at a disadvantage; 5) some 
of the steel industry’s most efficient 
plant, nearly all under 15 years old. 

As the West Coast’s only fully inte- 
grated producer, Kaiser’s operations 
mesh as smoothly and economically 
as precision gears. Ashby gets coal 
and limestone from nearby Utah and 
Nevada, high-grade ore from Eagle 
Mountain, only 164 miles away. Thus, 
Ashby can make steel cheaper than 


*Traded over-the-counter. Price range 
(1957): high 49; low, 4034. Dividend (1956): 
40c. Indicated 1957 payout: 40c. Earnings = 

(1956): $6.57. Total assets: $592.6 


share 
million. 





KAISER’S ASHBY: 
anticipation, not apprehension 
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% Increase 


PRODUCTION 
BOOM 


Over the past seven years, Kaiser 
Steel’s production of ingots has 
outpaced not only that of the 0 
industry as a whole but also 
that of the seven western 
states which it serves. 


Wiser Steel 

















1950 


1956 


his eastern and midwestern competi- 
tors who get ore from as far afield as 
northern Canada and Venezuela. As 
a result, Kaiser Steel’s operating mar- 
gins—28% last year—are consistent- 
ly among the industry’s highest. 

Hungry Customers. What nature has 
so lavishly supplied, the West’s steel- 
hungry industry voraciously grabs 
with both hands. Thus, with Ameri- 
ca’s third largest city and its fourth 
largest industrial area at its door- 
step, Kaiser has been endowed with 
one of the nation’s fastest growing 
steel markets. Between 1950 and 1955, 
while U.S. consumption of sheet and 
strip steel rose 30%, West Coast con- 
sumption rose 70%. Even last year, 
when the steel strike choked off 
nationwide consumption 11%, steel 
use on the West Coast rose 3%. 

Over the past seven years, Kaiser’s 
ingot production has grown faster 
than the nation’s (see chart). But 
there is no stopping for Ashby. While 
many steelmakers are tending to 
temporize these days on their role 
in the industry’s current 15-million- 
ton expansion program, Ashby al- 
ready has Kaiser’s expansion well 
under way. By the end of 1958 he 
expects to have spent $113 million 
to boost Kaiser’s capacity roughly 
50% to 2.2 million tons. Ashby is far 
from sure, however, that this will be 
enough, and he is mulling over the 
pros and cons of spending still an- 
other $81 million to boost capacity an 
additional 720,000 tons, for a total in- 
crease of 91%. 

Actually Ashby is getting his new 
capacity at bargain prices. Where he 
is not rounding out existing capacity, 
he is installing the revolutionary low- 
cost oxygen furnace. Thus Kaiser 
Steel’s current expansion will cost 
about $179 per ton of ingot capacity, 
well under the more than $300 a ton 





pricetag on wholly new plant. 

Paying the Piper. Yet such head- 
long growth has exacted its price, 
producing Kaiser Steel’s unusually 
heavy debt load. Kaiser’s long-term 
debt totals $118.9 million, a sum which 
rivals even U.S. Steel’s $245 million 
indebtedness, although Kaiser’s gross 
sales are only a twentieth the size of 
Big Steel’s. By comparison, stock- 
holders’ equity is only $87.8 million. 
Carrying charges alone cost Kaiser 
Steel $5.5 million last year, and mort- 
gage restrictions limit dividends to 
25% of earnings, a low payout even 
by steel industry’s standards. 

But, as compensation, the huge 
overhanging debt gives earnings on 
Kaiser Steel’s common tremendous 
leverage in prosperous years. To date 
Kaiser’s 6,915 common stockholders 
have no cause for complaint. Grow- 
ing prosperity has been the rule for 
Kaiser, and from a low of 9% in 1952, 
when trading began, its common 
soared as high as 53 last year 

There are now signs that Kaiser 
Steel may have at last turned an im- 
portant corner. With its plant running 
at full capacity all last year, Kaiser’s 
net skyrocketed 211% (to $23.8 mil- 
lion) on a 30% increase in sales (to 
$201.5 million). Part of the gain re- 
sulted from filing tax returns jointly 
with Kaiser Industries Corp., which 
owns 80% of Kaiser Steel’s common. 
But even excluding this windfall 
profit, Kaiser’s $18.2 million net was 
up 139%, a considerable achievement. 

Ashby scouts the usual predictions 
rife in the steel industry about just 
what will happen in 1957. But he is 
sure of two things: that declining 
automotive orders do not affect Kai- 
ser importantly, and that Kaiser’s 
specialties—pipe, structurals and plate 
—will remain the items in shortest 
supply in the steelman’s order book. 
“This year,” he remarks cautiously, 
“the western economy will continue 
to show even more strength than 
the favorable national picture.” 









KAISER OPEN HEARTH FURNACE: 
growth piled on growth 
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MRS. CHARLES U. BAY: 
why be a babe in the woods? 


PERSONAL PLANNING 


ALL MEN 
ARE MORTAL 


“The best wives,” warns Mrs. 
Charles U. Bay, herself a wid- 
ow, “often make the poorest 
widows.” But “eight vital 
steps” could make all the 
difference. 





“IT is every man’s duty to teach his 
wife to be a widow.” That un- 
comfortable thought, presented to 
members of the Young Presidents Or- 
ganization at their seventh annual 
convention in White Sulphur Springs 
(W. Va.) last month, came from a 
woman who should know: Mrs. 
Charles U. Bay. As the widow of one- 
time U.S. Ambassador to Norway and 
ubiquitous Financier Charles U. Bay, 
Mrs. Bay was left a large and diverse 
estate which included control of the 
New York Stock Exchange house of 
A.M. Kidder & Co. and important in- 
terests in such corporations as Amer- 
ican Export Lines. 

“I will never understand,” Mrs. 
Bay told the Young Presidents, “why 
so many husbands fail to plan for 
their wives’ widowhood, in spite of 
the statistics that show that women 
outlive their husbands by at least 
seven years. .. The best wives often 
make the poorest widows. . . They 
are babes in the woods when left 
alone.” 

When her husband died, Mrs. Bay, 
no babe in the woods herself, knew 
exactly what to do. Her own hus- 
band, she observed, had shared his 
business thinking with her, thus “un- 
knowingly prepared me to handle my 
own affairs.” With sure skill, she took 
over management (as chairman and 
president) of Kidder, shortly after- 
ward stepped in as board member and 
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chairman of the executive committee 
of American Export Lines. 

“Rare indeed,” warned Mrs. Bay 
last month, “is the wife who knows 
all that can be known about her hus- 
band’s affairs.” The solution? “Eight 
vital steps” which, if taken in time, 
can prepare wives for unexpected 
business responsibilities. The eight 
steps to successful widowhood: 

e Teach [your wife] to handle 
budget matters, to write checks, to 
plan the family spending programs. 

e Prepare her for some gainful oc- 
cupation. 

e See that she understands the 
stock market and the handling of in- 
vestments. 

e Make sure she gets to know your 
banker, your broker, your insurance 
man and your lawyer. 

e Prepare a will. 

e Stretch insurance to cover the 
mortgage on your home. 

e Keep some emergency money in 
her own private savings or checking 
account. 

e Write her a letter instructing her 
what to do and what not to do. 

Warns Mrs. Bay: “We all have that 
‘it can’t happen to me’ attitude. . . 
[But] the statistics are with the wife. 
They can’t be changed.” 


OIL 


PIPE DREAM 


Though hard-pressed to find 
takers for their crude, West- 
ern Canadians had to turn 
away some cash customers. 


Canapa’s wild, woolly Western oil pro- 
ducers had to pass up some very 
tempting business last month. For 
weeks now, scores of polite strangers 
had been mixing with cowpokes and 
roughnecks in the streets of Alberta’s 
oil towns and knocking on doors of 
government trade officials in Ottawa. 
They were agents of Japanese oil 
companies, looking not to drill for oil 
but to buy it. 

Crude Oil & Cherry Blossoms. Japan 
normally imports $180 million worth 
of crude oil from the Persian Gulf. 
But with the Suez crisis draining off 
oil to Europe and raising tanker rates 
out of all reason, Japanese oil im- 
porters began to scurry around look- 
ing for other sources. “It was not 
long,” observes President J. R. White 
of Canada’s giant Imperial Oil, “be- 
fore the Japanese discovered it was 
cheaper to buy Canadian oil at $3.25 
per barrel and tank it across the 
Pacific than to pay premium rates for 
$2 Persian oil.” 





Late last year, soon after the 
Suez crisis erupted, Japanese tankers 
docked at Vancouver, took on 240,- 
000 bbls. of Western Canadian oil from 
Imperial and British American Oil. 
The bill came to just $800,000, peanuts 
by oilmen’s standards, but the Japa- 
nese wanted to take more. 

At this point, both the Canadians 
and the Japanese ran into a familiar 
stone wall. The Canadians simply 
could not pipe enough crude through 
the Transmountain Pipeline to Van- 
couver to fulfill long-term contracts 
with their regular Pacific Northwest 
customers and still have oil left for 
the anxious Nipponese. 

For Canada’s oilmen it was an old 
story. Ever since their first great strike 
at Leduc, they have wrestled with the 
problem of how to get their oil to 
markets across the sprawling plains 
and mountains of the Northern do- 
minion. Not until 1960, at the earliest, 
will Canada have enough pipelines to 
handle the optimum output of its 
Western fields. 

Frustration. Last month, bulldozers 
were frantically smashing though the 
frozen bush of Alberta and British 
Columbia, clearing the way for a 33% 
boost in pipeline capacity. But even 
optimists admit that the job will not 
be done until fall. By that time, so 
the rumors flew, tanker rates will 
have dropped, and the Japanese will 
have gone back to buying Arabian 
and Iranian crude. 

“Our crude,” lamented Imperial 
Oil’s White last month, “is sweeter 
and easier to refine than the Persian 
variety. But with tanker rates backing 
down as Suez pressure eases up, we 
won't be able to compete with Persian 
oil. How can we sell an article for $10 
when our rivals offer it for $5?” 

That was bad enough. But the irony 
was that White couldn’t even deliver 
as much for $10 as the buyers wanted 
to take. To put it mildly, it was a 
frustrating experience for Canadian 
oilmen. 





LAYING PIPE IN CANADA: 
the customers were willing 
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1956... 
another record year 
| for Armco 
| around the world 
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PRODUCTION 


In 1956 Armco produced an all-time high of 
5,220,147 net tons of ingots—compared 
with the 1955 total of 5,099,905 tons. 


PRODUCTION CAPACITY 


Armco increased its steel capacity by 800,- 
000 net tons, or about 15% by the end 
of the year 1956. 


SALES 


Armco’s sales for 1956 totaled $761,800, 102. 
This was a 10% increase over the 1955 total 
of $692,683,234. 


EARNINGS 

Armco’s 1956 net earnings of $65,593,182 
(including $2,979,371 of extraordinary in- 
come) were the highest in the Company's 
56-year history. 


HIGHLIGHTS OF ARMCO STEEL CORPORATION’S 1956 ANNUAL REPORT 
1956 1955 
ee ses Sa, 5 OES ws oe Se $761 800,102 $692,683,234 
eee es I wg ts ws OR bee ee 5,220,147 5,099,905 
Per Cent of Rated Ingot Capacity Operated .......... 94.1% 103.0% 
Net Tons of Manufactured Products Shipped ......... 3,936,105t 4,003,532} 
Seen UN “hkl aed ce ee ee whee We aath Sete $65,593,182 $64,350,609 
Per Cent Net Earnings of Net Sales .......... 8.61% 9.29% 
poe rer ea ae ee $6.03 $6.05 
Cash Dividends on Common Stock... ........24.2e46-6 $27,709,798 $20,625,713 
Per Share of Common Stock .... 1.56.22 eee. $2.55 $1.95* 
Earnings Retained in the Business .............-. $37,883,384 $43,724,896 If you would like a free 
reg ag TEM Tee le $66,092,494 $35,368,262 
GS td atlas eds ce Ran Sisk Satan WR «8 $196,616,362 $178,012,107 copy of our complete 1956 
eer ee ee ee ee 32,358 31,504 Annual Report, just write 
pena Fepran (Or meen SS ee ee $6,042 $5,759 
AREER Stine oP a a $73,377,846 $76,012,148 us at the address below. 
Pup meme OF COMMON NOK nc tt tt $6.75 $7.15 
Long Term Debt—less current portion (end of year)... .. . $51,330,000 $57,329,355 
8 PP ee eee ee ee eee $191 325,287 $182,802,349 
Ratio of Current Assets to Current Liabilities ......... 2.64 2.72 
Common Shares Outstanding (Full Shares)... ....... 10,878,752 10,633,021 
Book Value Per Share of Common Stock ........... $39.43 $36.36 
Common Shareholders (end of year)... ........2..4-. 53,770 50,275 
a Ae Se $612,828,489 $563,097,135 
A ec Ae ee cs ok one ae a $18,939 $17,874 
*Dividend per share for 1955 after giving effect to 2 for 1 common stock split in second quarter. 
Fincludes products manufactured from ingots of other suppliers. 
| Note: All above figures exclude foreign subsidiaries except Canadian. 
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A limited number of copies of 
the Annual Report are available 
upon request to the Secretary, 
The Texas Company, 135 East 
42nd Street, New York 17,N.Y. 
















CONSOLIDATED BALANCE SHEET—DECEMBER 31 


HIGHLIGHTS 
FINANCIAL 1956 1955 
Net income War $302,262,620 $262,729,738 
*Net income per share $5.51 $4.79 
Cash dividends paid $128,978,474  $116,624,624 


*Cash dividends paid per share $2.35 $2.13 
Working capital (end of year) $598,547,070 $538,658,293 
Capital expenditures................... $502,613,766 $283,090,555 
Exploration expenses, includ- 

ing dry holes 


**OPERATING ° Barrels per day 
Gross crude oil produced: 


$ 92,292,820 $ 78,247,215 

















Western Hemisphere 577,050 528,396 
Eastern Hemisphere .. ................... 393,295 357,246 
Total world-wide ae 970,345 885,642 
Refinery crude oil runs: 
Western Hemisphere atte 726,929 641,506 
Eastern Hemisphere ee 248,945 230,594 
Total world-wide 975,874 872,100 
Petroleum product sales: 
Western Hemisphere Sais 702,490 625,650 
Eastern Hemisphere. : 281,110 237,046 
Total world-wide ........................... 983,600 862,696 





* Adjusted for the two-for-one stock split in May, 1956. 
**These statistics include 100% of the operations of 
subsidiary companies and the Company’s equity inter- 
est in the operations of companies owned 50% or less. 











ASSETS 
CURRENT ASSETS: 1956 
Cash and securities........ $ 266,783,841 
Accounts and notes re- 
ceivable 269,212,883 
Inventories 312,536,934 





1955 
$ 265,312,018 


193,672,844 
270,988,161 








Total current assets... $ 848,533,658 





$ 729,973,023 








INVESTMENTS AND 








ADVANCES wom § 182,216,486 
PROPERTIES, PLANT, AND 
EQUIPMENT: 

Gross $2,857,950,714 






Less—Depreciation, deple- 
tion, and amortization 





1,422,483 869 


$ 134,443,255 


$2,440,239,547 
1,224,270,087 








Net properties, plant, 
and equipment 





$1,435 ,466,845 





$1,215,969 ,460 








DEFERRED CHARGES $ 37,912,810 





$ 34,190,059 








$2,504,129,799 








$2,114,575,797 















CONSOLIDATED INCOME STATEMENT 





LIABILITIES AND STOCKHOLDERS’ EQUITY 


CURRENT LIABILITIES: 1956 1955 
Notes, contracts, and ac- 
counts payable and ac- 
crued liabilities 
Estimated income taxes 
(less Government obli- 


$ 214,701,923 $ 170,546,401 








gations—$70,000,000) 35,284,665 20,768,329 
Total current liabil- 
ities $ 249,986,588 $ 191,314,730 
LONG-TERM DEBT $ 363,855,182 $ 208,968,985 
RESERVES ~ 9,589,629 $ 9,275,252 
MINORITY INTEREST $ 30,725,994 $ 28,328,570 ‘ 


STOCKHOLDERS’ EQUITY: 
Par value of capital stock 


issued—shares $25 each $1,381,262,400 $ 690,631,200 


Capital surplus 2,411,250 
Retained earnings used in 
the business 468,710,006 983,645,810 





Total stockholders’ 
equity $1,849 972,406 


$2,504,129,799 


$1,676,688 ,260 
$2,114,575,797 

















GROSS INCOME: 
Sales and services 







Dry hole costs 





Interest charges 







Provision for income taxes - vesesmnee 
Minority interest in net income of Canadian subsidiaries 


Dividends, interest, and other income 


OPERATING AND OTHER CHARGES: 
Costs, operating, selling, and general expenses 
Taxes (other than income) 


Depreciation, depletion, amortization, and leases surrendered 


NET INCOME FOR THE YEAR 






1956 1955 
$2,046,305,092 $1,767,266,455 
131,045,562 123,233,079 





$2,177,350,654 $1,890,499,534 





$1,485,605,286 $1,285,091,487 


63,977,198 55,629,285 
43,145,321 36,058,904 
189,899,810 171,706,580 
8,512,730 6,654,708 
78,600,000 68,300,000 
5,347,689 4,328,832 





$1,875,088 ,034 
$ 302,262,620 


$1,627 ,769,796 
$ 262,729,738 











FORBES, APRIL 1, 1957 


















GOLD 


ASSETS IN 
| REVERSE 


! In the corporate tailings of 
Alaska Juneau, new manage- 
ment hopes to strike pay dirt. 
But it will take some tricky 
4 engineering. 











“Sweet are the uses of adversity; 
Which, like the toad, ugly and venom- 
! ous, 

i! Wears yet a precious jewel in his 
i} es 
if —As You Lie It, 
i} Act Il, Scene I. 


As shrewd financial men well know, 
all that glisters is not gold. Almost 
as ardently sought after these days by 
! enterprising miners of corporate bal- 
ance sheets is another sort of gold-in- 
i dross: tax-loss carryforwards, which 
i can be used for five succeeding years 





to offset profits in calculating corpo- 
ji) rate taxes. 

i | Gold-in-Dross. One such prospector 

is Los Angeles’ Charles Ver Halen, 

a keen-eyed wheeler-dealer who a 

year ago spotted such assets-in-re- 

verse in San Francisco’s long-ailing 

; Alaska Juneau Gold Mining Co..* In 

a curious reversal of the nation’s eco- 

nomic cycle, Alaska Juneau’s earnings 

had melted down from $1.39 per share 

in 1937 to a leaden deficit of 71lc by 

1948. Its shares, meanwhile, had 

tumbled from 17% in the depths of the 

Depression to a low of 2 in the midst 

of the postwar boom. In fact, Alaska 

Juneau’s mines have been boarded up 





since 1944, when mining operations | 


became unprofitable. 
only income has come from sweepings 
of gold dust and sale of power from 
its idle generators which were once 


wan ane NYSE. Price range _ (1956-57) : 


Since then its | 


low, 244. Dividend (ise ): none. | 
Indicated 1 


957 goof ets —. Earni r share 
Total assets: $ a 
ieker RI. 





ALASKA JUNEAU’S VER HALEN: 





“you 
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have to create earnings” 


million. | 





THIS 


SPECIAL STUDY 
ON REQUEST FROM 
The B&O Railroad, 

Baltimore 1, Md. 


> 


Answer 
to your 


64 Acre 
Question 


ee-e In B&O'’'s Land of 
Big Opportunity 


A 64 acre site—or any other acreage 
you need! 


Let B&O’s long and varied experience 
in plant location go to work for you! 


B&O’s Land of Big Opportunity is the 
proved center for national distribution . 
resources are tremendous. . . power plen- 
tiful, rail transportation fast and depend- 
able. Without question, we can suggest a 
site to suit! Look them over on the 
ground, or see them at your desk in 
3-dimensional color and air views. Ask 
our man! 


CONTACT: 
A. W. KNABE, Industrial Agent 
BALTIMORE 1—LExington 9-0400 
G. E. FERENCE, Ind. Development Agt. _ A. C. TODD, Industrial Agent 
NEW YORK 4—Dighy 4-1600 CINCINNATI 2—DUnbar 1-2900 
FIELDING H. LEWIS, Industrial Agent = W. E. OLIVER, Industrial Agent 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WAbash 2-2211 


\)\ Baltimore & Ohio Railroad 


Constantly doing things —better! 


















A year of 
record performance by 
Air Reduction 


HIGHLIGHTS OF THE YEAR 1956 
WITH COMPARATIVE FIGURES FOR 1955 AND 1954 












1956 
$169,818,703 


1955 1954 











149,231,826 123,315,272 















Accelerated Amortization .............. $ 3,470,483 3,408,500 2,350,940 { 
Income Before Taxes.................. $ 31,799,113 23,796,889 12,937,713 
Federal and Foreign Taxes............. $ 16,067,534 12,227,599 6,599,988 \ 
ad OS CT $ 15,731,579 11,569,290 6,337,725 
Earnings Per Share of Common Stock 
Before Accelerated Amortization...... $ 4.78 4.08 2.26 : 
After Accelerated Amortization....... $ 4.32 3.54 1.86 
Dividends Paid Per Share—Common..... $ 1.90 1.50 1,40 
Cash Capital Expenditures............. $ 18,400,000 10,750,000 11,500,000 
ee $115,653,995 105,954,459 99,286,178 










Total Assets (less applicable reserves)... $162,611,483 150,886,087 139,869,079 
Shares of Common Stock Outstanding 
Average Number During Year........ 3,577,923 3,009,639 2,802,210 
Actual Number at End of Year....... 3,687,665 3,323,095 2,860,431 
Number of Stockholders at End of Year 
I so cards elites of aichtca Wadia nee ere 22,063 20,696 19,392 
NR i has Sah c CURE MUL wd a panes See 1,991 3,147 4,240 


Number of Employees at End of Year... 





8,358 7,858 





7,666 


















Sales and Earnings Records 
From 1946 to 1956 Air Reduction’s sales have 
increased 138 percent while net earnings have 
increased 248 percent. Sales and net earnings 
reached all-time record levels in 1956, reflecting 
increases of 14 percent and 36 percent, respec- 
tively, over the previous record highs in 1955. 


Growth Through Diversification 
At one time Air Reduction served the metal- 
working markets almost exclusively. Today the 
Company directly or indirectly serves a broad list 
of industrial, commercial and consumer markets. 










(The Secretary will be happy to send you a copy of Air Reduction’s 
41st Annual Report which tells this story in greater detail.) —————» 


AIR REDUCTION COMPANY, INCORPORATED 


150 East 42nd Street, New York 17, N. Y. 


During 1956 nearly half of Air Reduction’s 
dollar volume sales were in markets other than 
metalworking. Its constantly growing chemical 
production accounted for nearly one quarter of 
total sales in 1956. Moreover, the once narrow 
metal-working markets served by the Company 
have been broadly diversified. 

Long-range planning, together with carefully 
channeled research and development programs, 
have produced new and improved plants, prod- 
ucts and processes. As a result, Air Reduction 
serves virtually every important segment of the 
American economy. 
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UMBRELLA GAME (ro 2 i corpcrctions: 

Alaska-Juneau can carry 
operating losses forward five years, offset them against current earnings — if any. But 
Alaska -Juneau also has another built-in tax umbrella which extends indefinitely: 


a $5-million capital loss on land 
and equipment which can 
be taken any time. 


1955 Loss: $100,000 
namie 3 


1954 Loss: $ 60,000 


| 


1953 Loss: $110,000 


DEFICITS 


1953 1954 1955 1956 


harnessed to busy drills and hoists. 

Such dubious assets had no at- 
traction for Ver Halen. What did, 
however, were Alaska Juneau’s ac- 
cumulated operating losses, which 
could be used to offset taxable earn- 
ings. But even more attractive was 
the “built-in” capital loss on the idle 
property, which can be taken at any 
time. Says Ver Halen: “The mine it- 
self had been heavily depreciated, but 
the miles of tunnels and tons of ma- 
chinery had not. We figured Alaska 
Juneau had at least $5 million in cap- 
ital losses ready to be written off 
whenever we wanted.” So Ver Halen 
lost no time seeking control of Alaska 
Juneau, last May succeeded in wrest- 
ing it away from the Bradley family. 

Big Catch. There is, of course, one 
big catch in converting tax losses into 
pay dirt: you have to create earnings 
as well. But the company’s traditional 
business, gold mining, was out of the 
question. “Today,” says Ver Halen, “it 
would cost us $74 to get one ounce of 
gold worth $35.” Instead Ver Halen 
lost no time taking his problem to 
Manhattan’s Boy Wonder Financier 
Fred W. Richmond, 34, soon had 
talked him into taking on the job of 
finding suitable earning power for 
Alaska Juneau—and gave him options 
on 100,000 shares of the company’s 
stock at $3.25 apiece. 

Richmond got right to work, by 
October had bought Reynolds Manu- 
facturing Co., a thriving little Spring- 
field (Mo.) truck and auto parts 
maker. By consolidating its own defi- 
cit with Reynolds’ profits in Novem- 
ber and December, Alaska Juneau 
showed a $60,000 net profit for 1956. 
“Our unaudited report,” observes Ver 
Halen, visibly satisfied with the way 
Richmond had come through, “shows 
that we will be in the black for the 
first time in 14 years.” 

Richmond himself is still bird- 
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dogging for other likely acquisitions. 
“We are scouting air conditioning 
manufacturers in the Midwest, oil and 
gas operations in the Southwest and 
uranium and fluoride mines in the 
Far West—anything with good earn- 
ing power.” But he was finding few 
takers. Observes he ruefully: “Our 
one big drawback is lack of cold cash.” 


THE DEALSTERS 


THE MAN 
IN THE MIDDLE 


Jacques Sarlie is certainly 
anxious for everyone to know 
how he just made himself $1 


million. 





Art 41, Holland-born Jacques Sarlie is 
far from being Wall Street’s biggest 
dealster. He was, however, last month 
probably one of the cockiest. 

Setting a new standard for off-beat 
press conferences, lean, balding 
Sarlie summoned reporters to Man- 
hattan’s swank Twenty-One last 
month to boast gleefully that he had 
made himself a million dollars. “I 
won't,” conceded he in a temporary 
lapse into caution, “count it exactly 
until all the money is in my pocket.” 
Still Sarlie left no doubt he was most 
pleased with his coup. 

Uninvited Middleman. Sarlie had no 
compunctions about telling how he 
made the money. He had, he said, 
simply stepped into the middle of the 
bitter Penn-Texas-Fairbanks, Morse 
proxy fight as an uninvited middle- 
man. By purchasing on the open 
market 130,000 shares of Fairbanks, 
Morse—roughly 10% of the total issue 
—he claimed to have grabbed the 
balance of power between defender 


Robert H. Morse Jr. and the Penn- 
Texas raiding party headed by Leo- 
pold Silberstein. 

Then, said Sarlie, he set about ped- 
dling his shares to the highest bidder, 
secure in the knowledge that his 
holdings would command a premium 
by virtue of their decisive votes. 

Between the contending parties, 
Sarlie claimed complete neutrality. 
“IT have no feeling either way,” 
drawled he. If Mr. Morse had paid 
me $1 more than Mr. Silberstein, 
Morse would have gotten the stock.” 

Silberstein turned out to be the 
highest bidder. Sarlie, however, al- 
lowed that Silberstein was not getting 
much of a bargain. “The stock,” said 
he, “is not worth the some $60 a share I 
paid for it. I overpaid to get the con- 
trolling stock in the struggle by about 
$1 million.” In spite of this, Silber- 
stein was willing to pay another $1 
million more than Sarlie had paid. 
Sarlie said Silberstein had agreed to 
pay him $69.87 a share for stock with 
a current market price of about $56. 

Non-Partisan. For all his dealings, 
however, Sarlie did not admit to hav- 
ing very friendly feelings toward 
either party. Was Mr. Morse doing 
a good job, a reporter asked? 
“I wouldn’t think so,” breezed Sarlie. 
How about Silberstein, asked anoth- 
er? “I don’t say Silberstein can do 
any better . . . I find Mr. Silberstein a 
very difficult man to do business 
with.” 

Having happily described his kill- 
ing, Sarlie went on to describe him- 
self for the benefit of other parties 
who might be interested in his serv- 
ices. “Speculator?” replied he in re- 
ply to a question. “I’m not a specu- 
lator. I like to study special situa- 
tions.” 





OPERATOR SARLIE: 
he made himself a million 
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TOOLS 


BUSY BACKWATER 


Simonds Saw and Steel is in 

many ways a typical oldline 

New England firm—but there 

is nothing backward about 
its way with a dollar. 


In these days of atomic reactors, 
automation controls and jet-age met- 
als, few Wall Streeters give more 
than a passing thought to such neces- 
sary but unglamourous tools as saws 
and machine knives, files, grinding 
wheels and abrasives. This fact brings 
no regret to Gifford K. Simonds Jr., 
42, the fourth generation of his family 
to run Fitchburg, Mass.’s 125-year- 
old Simonds Saw and Steel Co.* 

For Simonds well knows that his 
products are basic to shaping parts 
for the auto industry, to sawing the 
wood homebuilders require and for 
all the myriad cutting jobs on steel, 
plastics and rubber that a booming 
economy needs. 

Record Year. As a result the 1956 
prosperity did not pass Simonds Saw 
& Steel by. It gave it the best year in 
its long history: sales rose 22% to 
$58.5 million and profits were up 36% 
to $5.7 million, equal to $5 a common 
share. “If this means we are in a 
backwater,” a company executive 
smiled last month, “you'll have to ad- 
mit it’s a darned busy backwater.” 

Without a shadow of a doubt, the 
1956 capital spending boom played a 
major part in shaping Simond’s 
sparkling showing. So did the steady 
flow of tools into suburban do-it- 
yourself workshops. But as a maker 
of work-horse tools, Simonds is not 
entirely dependent on booms for its 
profits. Such tools, Simonds fondly 
observes, eventually wear out and 
must be replaced. “Repeat sales,” 
emphasizes he, “have played a major 
role in our success.” This has helped 
Simonds produce a combination of 
earnings growth and earnings stability 
that might well cause a flush of envy 
in the executive suites of more free- 
wheeling corporations. Simonds has 
boosted its earnings nearly 400% 
since 1946. Yet even in such relatively 
poor years for the tool business as 
1953 Simonds succeeded in earning a 
very respectable $4.03 a common 
share. Profit margins before income 
taxes have risen as high as 27.1c on 
the sales dollar (1951), never in re- 
cent years dropped below 9.4c (1953); 
last year the figure stood at an im- 


a range 


ded NYSE. Price (1956-57) : 
high, 89; low, 5542. Dividend (1956): 


$5. In- 

dicated 1957 yout: $5. rnings per share 

1956): $11.47. Total assets: million. 
cker symbol: SDS. 
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pressive 20c. One reason is that Sim- 
onds Saw & Steel makes many of its 
own raw materials. “We have,” Gifford 
Simonds likes to say, “an integrated 
operation. We make special steel al- 
loys for our tools right in our own 
mill.” 

Yankee Optimism. Like many an- 
other businessman these days, Sim- 
onds is rather optimistic about 1957. 
He tempers his optimism, though, 
with a characteristic dose of New 
England reserve. “Profit margins,” 


says he, “may be ground down a little 
by rising costs.” 


PELLETIZED TACONITE: 
a matter of definition 


STEEL 

SIMPLY SEMANTIC © 
Semantics, the science if 
meanings, was a multi- 


million dollar matter for a 
couple of steel giants last 
month. 


Prorit, the drive that turns the wheels 
of free enterprise has always seemed 
a_ straightforward enough concept. 
Or is it? Back in 1939, when Republic 
Steel and Armco Steel got together 
to form Reserve Mining Co., an out- 
fit to develop Mesabi Iron’s* Minne- 
sota taconite ore properties, the an- 
swer seemed simple enough. So sim- 
ple in fact that ali hands readily 
agreed that a third constituted a fair 
share of the “profits.” 

Profit & Loss. Ever since the devel- 
opment of Mesabi’s properties got 
underway five years ago, however, 
Reserve and Mesabi have been wag- 


*Traded American Stock Exchange. Price 
range (1956-57) : high, 5934; low, 35. Dividend 
(1956): none. Indicated 1957 payout: none. 
Earnings per share (1956): none. Total as- 
sets: 1. Ticker symbol: MSB. 















ing a battle royal over just what 
“profit” really is. Reserve’s steel 
company owners insisted that losses 
incurred in bringing its pilot plant up 
to commercial operating levels should 
be worked off before Reserve reported 
any profit to share with Mesabi. 

Mesabi argued that such losses 
should be capitalized and written off 
over the life of the plant. Mesabi also 
claimed that Reserve had been charg- 
ing too much off against profits. In- 
stead of merely expensing the actual 
out-of-pocket costs of its power, 
transportation and ore-loading oper- 
ations, Reserve Mining charged going 
market rates for these services. In 
1956 alone, claimed Mesabi, these 
charges totaled $8 million. A year 
ago, the two companies submitted the 
dispute to arbitration, and ultimately 
they agreed that all net costs, when 
properly determined, should be writ- 
ten off over the course of the next 
13 years. 

But last month, when Mesabi’s 
President Earle A. Daveler received 
Reserve’s 1956 report, he was filled 
with dismay. On its $37.9 million in- 
come, Reserve Mining reported a $5.8 
million loss, including $1.5 million in 
amortization of previous years’ losses. 
Daveler lost no time firing off a pro- 
test to Reserve and to his stockhold- 


ers. Reserve’s report, he complained, 
included “millions of dollars of 
charges . . . not in accordance with 


the controlling contracts.” Moreover, 
the price at which Reserve had sold 
its production to Armco Steel and 
Republic Steel appeared to be “far 
too low.” What was more, the carry- 
over amortized last year appeared to 
be “too high.” The fact is, Daveler 
claimed, a proper statement of Re- 
serve’s accounts would “completely 
eliminate Reserve’s reported ‘Net 
Loss’ and convert it into a profit.” 
Once again, he added, Mesabi Iron in- 
tends to invoke the arbitration pro- 
vision of its contract with Reserve, 
seek a better settlement. 

Consequences. Wall Streeters were 
inclined to believe that Reserve, which 
itself owns an estimated 12% of 
Mesabi stock, would move fairly care- 
fully. Both Armco and Republic have 
committed themselves to a staggering 
$190 million investment, and, to a large 
extent, staked their future as steel 
producers on the availability of 
Mesabi’s taconite reserves. Thus, if 
Mesabi were to cancel its contract 
with Reserve, Armco and Republic 
would be left holding a very un- 
wieldy bag. 

Actually few Wall Streeters expect 
this to happen. Both parties have too 
much at stake. But in the future 


neither is likely ever again to take the 
meaning of “profit” for granted. 
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AMF Posts Record Growth Year 


Record 95% increase in net income after taxes and preferred dividends 
confirms success of “stability through planned expansion” program. 


Sales & Rentals — $198,058,000 
an increase of $53,057,000 
—37% over 1955 


Net income (after taxes and preferred 
dividends) — $8,621,000 

an increase of $4,213,000 

—95% over 1955 







Today, our income is no longer depend- 
ent upon the profits of any one segment 
of our operations. This is a great advan- 
tage in assuring continuity of earnings 
in this time of rapidly changing markets 
and technological product changes. In 
each year the sources of our profit have 
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varied, but the over-all profit has stead- 
ily increased. 


We believe that 1957 will be a good year 
for the Company and we hope to estab- 
lish further new records for sales, ren- 
tals and earnings. We fully expect that 
the next 10 years will witness not only 
growth in our sales and rentals but con- 
tinued improvement in our profit mar- 
gins. No effort will be spared to achieve 
these goals. 


Morehead Patterson 
Chairman of the Board and President 
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Interpreting the theme 

—stability through planned 

ex pansion—our designer 

illustrates the AMF insignia atop 

a solid cube, together with our 
ten-year record of sales and rentals. 
The scale signifies the delicate 
balance management must maintain in 

the essentials of intelligent forward planning. 
Figures in chart are in thousands of dollars. 


We will be pleased to send you a copy 
of the Annual Report. 

Ur. C. J. Johnson, Secretary 

American Machine & Foundry Company 
Executive Offices, AMF Bidg., Rm. “so 
261 Madison Ave., New York 16, N. 


Name 








Address. 
Cc 


aity Zone State 





AMF —Creators and Producers of 
Atomic, Electronic and Mechanical 
Equipment for the Consumer, Industry 
and Defense. 
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Which companies gained 
most new 
shareowners in 1956 ? 


A new analysis of common stock 
ownership in 20 listed companies 
with the most shareowners has 
been made by THE EXCHANGE 
Magazine. Published in the cur- 
rent issue, this revealing study 
discloses that one company had a 
26% increase in common share- 
owners in 1956. Another, though 
strikebound for 156 days, gained 
21%. And, of these top 20 listed 
companies, 17 showed increases. 


Analysis of this kind is typical of 
THE EXCHANGE Magazine. Its 
articles and studies are prepared 
by leading financial writers, 
analysts and corporate execu- 
tives. Here are a few other ex- 
amples from the latest issue— 


A look at college 
endowment portfolios 


The endowment funds of Har- 
vard, Yale, Princeton and Co- 
lumbia represent multi-million 
dollar investments; and each of 
the four funds favors the com- 
mon stocks of the same industry. 
The editors of THE EXCHANGE 
Magazine—believing you'll be 
especially interested in the 
issues these funds own—have 
prepared tables showing the ten 
largest common stock invest- 
ments of all four colleges. 


Stock dividends —a new high 


Last year, 168 companies listed 
on “the big board” paid 197 
stock dividends. 29 of these com- 
panies, observes THE EXCHANGE 
Magazine, paid either stock divi- 
dends totalling 20% or more, or, 
paid stock dividends and also 
split their common 2-for-1 or 
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NAME 


THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, New York 


Enclosed is $1 (check, cash, money 
order). Please send me the next 12 issues 
of THE EXCHANGE Magazine. 


better. Here’s an article com- 
plete with an illuminating 
market price range table for 
those 29 companies that presents 
helpful research to the reader— 
quickly and concisely. 


Status of ‘‘Arrearages’”’ 


THE EXCHANGE Magazine also 
reports a decline in the cumula- 
tive preferred dividend “arrear- 
ages” of listed companies. This 
interesting feature notes that 
only 16 listed companies re- 
ported dividend arrears on 
cumulative preferred stock in 
the past 12 months; that the 
total amount of such arrears is 
down by over $100 million from 
January 1, 1956. It also points 
out that such arrears have been 
showing a steady downward 
trend since 1948. Here again, 
THE EXCHANGE Magazine ob- 
serves the fiscal climate of vari- 
ous industries as a qualitative 
measure for the investor. ’ 


In every issue, you'll find articles 
and tables that distill the sta- 
tistics of investment activity 
into easy-reading features of 
wide interest to investors, bro- 
kers, bankers, businessmen in all 
fields. That’s why THE EXCHANGE 
Magazine is being read by more 
and more people every month. 


The cost of a year’s subscription 
—12 monthly issues—is just 
$1.00. If you send in the coupon 
below today along with your 
dollar, you can begin your sub- 
scription with the fact-filled 
March issue. Remember, THE 
EXCHANGE Magazine cannot be 
purchased at newsstands. 
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CANADA 


PREMIUM DOLLARS 


In Canada, money is setting 
itself a stiff price. 


Tue American dollar, which has been 
steadily losing in purchasing power 
at home, last month also lost some of 
it abroad. North of the border, Ca- 
nadian dollars commanded a 4.72c 
premium in exchange for their U.S. 
counterparts. Not since 1933 had the 
rate of exchange been so unfavorable 
to Uncle Sam’s greenbacks. 

Actually, only 14 months ago the 
two currencies stood on a par. But 
two developments have swung the 
balance of buying power in favor of 
the Canadian dollar: 1) a flood of for- 
eign investment money into Canada; 
2) heavy borrowing within the U.S. 
by Canadian businessmen. 

imported Dollars. Both work to hike 
the relative value of the Canadian 
dollar. Last year alone more than 
$525 million in direct investment mo- 
ney poured into Canada from abroad. 
Since foreigners must change their 
currencies into Canadian dollars to 
buy stakes in Canadian industry, this 
has buoyed up the Canadian dollar 
mightily. Meanwhile, soaring inter- 
est rates in Canada have sent Ca- 
nadian businessmen scrambling to 
U.S. bankers for loans. They, too, 
must turn their Yankee dollars into 
Canadian ones in order to use them 
at home. This drives up the price of 
their own dollars even more. 

Altogether, the Bank of Canada 
estimates, the capital inflow into the 
Dominion last year totaled $1.4 bil- 
lion, a whopping 100% _ increase. 
Americans now hold about $11 billion 
of the $15-billion foreign investment 
in Canada. 

The spectacular lift in the Canadian 
dollar is all the more remarkable in 
the face of Canada’s unfavorable ba- 
lance of trade last year, when imports 
exceeded exports by $849 million. 
Ordinarily this lopsided situation 
would tend to drive down the price of 
the Canadian dollar, since it results in 
making more. of them available in 
foreign lands. But the record inflow 
of investment: funds more than offset 
this pressure. 

Embarrassing Riches. Not all Cana- 
dians welcomed their nation’s pre- 
mium dollars. Canada’s manufactur- 
ers, for example, were paying a stiff 
price: as the Canadian dollar’s ex- 
change rate rose, American customers 
found it increasingly expensive to buy 
Canadian goods. Sighed one Toronto 
machinery maker last month: “The 
dollar premium is a two-way street.” 
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PAYING FOR THE BOOM aidemaeetah patente 
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WALL STREET 





MORE MONEY, PLEASE 


How do you put the bite on stockholders for more money 
and make them like it? Pre-emptive rights offerings, man- 
agement has found, make a handy kind of sugar-coating. 


Even mighty International Business 
Machines Corp. was getting into the 
act. For the first time in 32 years, 
IBM was planning to sell new com- 
mon stock. As soon as stockholders 
approve a proposed two-for-one split 
late next month, President Thomas J. 
Watson Jr. will offer them rights to 
buy $200 million worth of new com- 
mon stock. Explained he: “The addi- 
tional capital is required to keep pace 
with increased orders.” 

Ready Cash. Watson was speaking 
for IBM. But his words applied with 
equal force last month to a large seg- 
ment of U.S. industry. Corporations 
had to reduce liquid assets—chiefly 
holdings of U.S. Government Securi- 
ties—by $3.7 billion. Business, in 
brief, was getting low on ready cash. 
In spite of this, U.S. corporations were 
pushing forward with expansion pro- 
grams that would exceed 1956’s rec- 
ord $35 billion by 65%. Remarks 
Eastman, Dillon analyst Duncan Mac- 
Lachlan, a shrewd judge of capital 
markets: “With corporate debt piling 
higher in many cases and money 
tight, new common stock seems to 
be an answer.” 

With an enthusiasm they had not 
shown for this kind of money-rais- 
ing since 1929, the men in the na- 
tion’s executive suites were indeed 
turning last month to common stock 
financing. During the first 10 weeks 
of 1957 alone, new issues of common 
stock, or of debentures convertible 
into common stock, were announced 
at the rate of $100 million a week. 


1929 and never since approached.* 

In these busy weeks such famed in- 
dustrial firms as Socony Mobil, Ana- 
conda and Armco Steel have sold new 
common shares. Such other top 
names as Phillips Petroleum, R. H. 
Macy, National Cash Register, Niag- 
ara Mohawk and American Machine 
& Foundry sold debentures convert- 
ible into common stock. Altogether 
some 50 good-sized companies have 
joined the parade. 

First Crack. In its projected offer- 
ing, IBM will follow a pattern com- 
mon to all the others mentioned here: 


*Excluding investment trust issues in 1929, 
mutual fund sales this year. 





COMMON STOCK 

Company 
RA TDs. o's 6 vivo 9.05 45 v0 
Armco Steel Corp. .......... 
Connecticut Light & Power Co. 
IBMt 
libby, McNeill & Libby 
Ohio Edison 
Reynolds Metalst 
Socony Mobil 


Amount raised 
(in Millions) 
$86.7 
60.9 
15.1 


CONVERTIBLE BONDS 
Company 

American Machine & Foundry 

Brunswick-Balke-Collender 

Colorado Fuel & Iron 

Libby, McNeill & Libby 


BUMPER CROP 


From its busy beginning 1957 looks as though it might well produce 
the greatest crop of new equity offerings in history. Here are the larger 
companies* which so far this year have announced offerings through 
pre-emptive rights either of new common stock, or of bonds convertible 
into common stock. 


first crack at the new shares will go, 
at a price somewhat below the market 
price, to the company’s 25,923 common 
stockholders. To make such huge 
blocks of stock palatable, most of it 
is being offered at discounts ranging 
from 17% in the case of Anaconda Co. 
to 3% in the case of Armco Steel Corp. 
Since something of value is thus be- 
ing surrendered by the corporation, 
its stockholder-owners have a legal 
right to buy first. Thus the term “pre- 
emptive rights.” 

Is it good business for corporations 
to undercut the market price of their 
own stock? This is certainly a con- 
troversial issue. The market, as meas- 
ured by the Dow-Jones Industrial 
average, stood last month a good 10% 
below its highs of last August. Add 
to this the discounts on the rights 
offerings and you find that the cor- 
porations are selling the new shares at 
sometimes startling markdowns from 
the highs of last year. Socony Mobil, 
which sold as high as 64% last year, 
was offered to stockholders through 
rights at 45%. Anaconda, which 
reached a 1956 high of 8734, was of- 
fered to stockholders at 50. 

At this rate obviously there is some 
grounds for grousing on the part of 
stockholders that management missed 
the boat in not selling the shares six 
months or so earlier. One of the cor- 
porations currently involved in new 
equity financing will have to accept 
a price at least 23% below what a 
secondary offering of the same com- 
pany’s shares brought in just nine 
months ago. The difference ‘s a cool 
20 points or so, money that the com- 
pany’s treasurer could well use. 

Still, the fact remains that the man- 





Ratio of 
Price new shares 
per share te these held 
1,734,865 50 1:5 
1,088,179 56 1:10 
927,598 16% : 
NA NA 
610,664 NA 
580,613 462 
914,078 NA 
4,379,758 452 


No. of Shares 
Offered 


Amount raised Conversion rate 
(in Millions) (per share) 
$12.7 $38.25 
5.9 + 
19.9 
10.5 


$100 debs. 
te shares held 
1:25 
19 
1:17 
1:35 


30.00 
14.80 


pt ey er rr: Corre 
National Cash Register Co. ................ 
Niagara Mohawk Power Corp. ............ 46.2 31.75 1:25 
Phillips Petroleum 171.7 50.00 1:20 
*issues of $10 million or over. +Details unannounced at press time. SOURCE: Standard & Poor's. 


12.3 
28.2 


32.00 
54.00 


1:14 


At that rate, if it continued, the flood 1:25 


of new common stock offerings might 
easily sweep past the all-time high- 
water mark of $3 billion hit in hectic 
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agements feel that they need the 
money. There can be no question 
that most of today’s issues are com- 
manding good prices in terms of what 
they sold for two, three or five years 
ago. And, say the believers in rights, 
if the shares should turn out to be 
bargains it will be their own stock- 
holders who had first chance to bene- 
fit through pre-emptive rights. 

Better to Borrow? Even granting 
this, however, another big question 
mark remains. Tight money notwith- 
standing, such prime corporate risks 
as National Cash Register, Armco or 
Anaconda probably could borrow 
money if they chose. Moreover, the 
tax system being what it is, the argu- 
ments for debt rather than equity 
financing are rather impressive. The 
arithmetic is disarmingly simple. In- 
terest on debt, unlike dividends on 
common shares, is a cost of doing 
business. It is, therefore, payable 
out of tax money. 

Take the case of Armco. Armco 
must pay nearly 11% in pretax money 
to cover the current dividend on the 
new stock it offered last January. 
Had it borrowed the money instead, 
its interest cost probably would not 
have exceeded 4%4-5%. Socony Mo- 
bil’s case is equally clear. Dividends 
at the current rate on the new shares 
will cost the company some $8.8 mil- 
lion a year. A roughly similar amount 
borrowed at going rates would cost 
the corporate treasury less than $5 
million after taxes. 

For these and similar reasons, bor- 
rowing has been the rule in recent 
years, not equity financing. As re- 
cently as 1950, new common stock 
accounted for barely 10% of all financ- 
ing by U. S. corporations. Since the 
bull market got underway in 1949, 
this has been changing. Last year 
common stock accounted for 21% of 
all issues offered for sale. This year 
the proportion may pass 1929’s 24%. 

Changing Times. As much as any- 
thing else this trend to common stock 
shows that things are changing on 
Wall Street. Many a corporate treas- 
urer already feels he is obligated for 
all the interest and sinking fund pay- 
ments he can handle. IBM is a prime 
example. After increasing debt from 
$85 million to $330 million in just 
seven years, President Tom Watson 
Jr. thinks the time has come to add 
more weight on the equity side of the 
scale over and beyond what plowed- 
back earnings have put there. Says a 
Watson aide: “We simply did not 
want any more irrevocable commit- 
ments in borrowed money.” Adds a 
Socony Mobil executive: “Money is 
too expensive these days. We felt 
this ruled out a debenture issue.” 

In this respect, IBM’s treasurer is 
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more fortunate than most. IBM is a 
stock that sells largely on future pros- 
pects rather than present earnings or 
dividend yield. Thus, even with the 
newly increased dividend, IBM still 
yields less than 1%. At this price 
dividend payments are cheaper, even 
after taxes, than the 3%% Watson 
had to pay for his latest borrowing. 
Extra Mouths. But dividends are 
not, in the long run, the only cost of 
selling new stock. For there will be 


poe PUZZLING PRECEDENT 


Wuat does the current flood 
tide of common stock financing 
mean to the future course of the 
stock market? Pessimistically- 
inclined Wall Streeters regard 
it as just another ominous sign 
of a bull market’s end. They 
point to the precedents which 
show that common stock finan- 
cing has had a way of rising in 
years that turned out to be bull 
market tops: 1929, 1937, 1946. 
The underlying presumption is 
that when common stocks are 
cheaper for raising money than 
bonds, then the stock market is 
simply too high. 

The explanation, however, 
may equally well be quite dif- 
ferent. With money harder to 
borrow, some managements ob- 
viously are turning to equity fi- 
nancing because there is no al- 
ternative. It may be that simple. 

With this in mind, it is pos- 
sible that the flood of new com- 
mon stock has bullish rather 
than bearish implications. At 
least one prominent Wall 
Streeter thought so last month. 
Said he: “The money market’s 
amazing ability to produce—at a 
price, it is true, but still produce 
—the record billions that U.S. 
business currently is demanding 
for expansion is to my mind a 
sign of strength. Whatever else, 
it proves that the public has not 
yet run out of money or the 
ability to absorb securities.” 

Is the flood of pre-emptive 
rights then bullish or bearish? 
Take your choice. 











that many more mouths to feed when 
it comes to dividing up profits. Johns- 
Manville, for example, managed to 
push profits ahead by some 6% last 
year. But just before the year ended, 
it sold 648,696 new shares of common 
stock. As a result there were not 
enough extra profits to go around. 
Despite the higher earnings trend, 
profits per share on Johns-Manville 


common slipped from $3.67 to $3.50. 

Other corporate treasurers are well 
aware of this hazard. New money 
raised by common stock offerings, 
even more than borrowed money, must 
quickly earn its keep. Concedes Ana- 
conda Treasurer Kenneth Daly, whose 
own firm has just successfully sold 
close to $87 million worth of new 
common: “Anaconda turned to a 
rights offering because the new capital 
is going into expansion which means 
more earning capacity. But there 
is no getting away from the fact that 
there always is a temporary dilution 
until the new facilities start paying 
their way.” 

Partly for this reason some corpo- 
rations prefer to broaden their equity 
base more gradually by offering con- 
vertible debentures. For one thing, 
the conversion price does not have to 
be set below the market price as is 
usually the case with common stock 
rights. National Cash Register set 
the minimum conversion price on its 
414% convertible debentures last De- 
cember at 54, which was actually sev- 
eral points above the market price. 

Equally important, convertible de- 
bentures are generally cheaper to 
service than common stock. This 
means management gets breathing 
space until new capacity can be 
brought into profitable production. In 
the end, of course, the result may 
well be the same: an increase in the 
corporation’s common capitalization. 
Assuming, that is, that the bonds fi- 
nally are turned in for common shares. 

Very Popular. But whether through 
common stock or through converti- 
bles, there is no doubt that investors 


. dearly love pre-emptive rights. The 


great American Telephone & Tele- 
graph Co., wise in the ways of the 
average investor, has raised more 
than $3.8 billion since the end of World 
War II by this method. Most stock- 
holders eat them up. Far from com- 
plaining, AT&T stockholders have 
been able to reap as much as $22 a 
share from the sale of the rights as a 
sort of extra dividend. 

Concludes Eastman, Dillon’s Mac- 
Lachlan: “Rights keep. everybody 
happy. The average shareholder thinks 
he is getting additional income for 
nothing.” But thoughtful Wall Street- 
ers also agree that there is another 
side to the coin. Some are dead 
against the idea of rights issues for 
financing. Snorts one corporate treas- 
urer whose oldline corporation has 
remained deliberately aloof: “Pre- 
emptive rights issues are nothing 
more than a sugar-coated way to 
assess your stockholders. If stock- 
holders buy the stock they are sim- 
ply putting more money into the 
business at management’s behest. If 
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RESHARCEL 
and Dollars and Cents... 


“It is difficult to measure the effectiveness of research, but an 
indication of its importance to our company is that in 1956 about 
one-sixth of our sales and an even greater percentage of our 
profits came from products we did not make five years ago.” 


—Allegheny Ludlum Annual Report, 1956 





‘---------- 


REPORT IN BRIEF 


1956 1955 
$287,078,052 $255,587,054 
11,337,277 10,861,722 
16,867,000 16,554,000 
15,261,090 14,985,660 


Depreciation and Amortization. . . 
Federal Income Taxes 


Earnings per Share of Common 
rte (After Preferred Divi- 


dends) 
Ratio of Net Earnings to Sales 


$4.04 $4.12° 


5.32% 5.86% 
Dividends, Common Stock $ 6,382,144 $ 4,030,086 
Dividends per Common Share. . $1.70 $1.17* 
Working Capital at December 31. 61,760,622 48,721,490 
Long-Term Debt 30,276,000 
Stockholders’ Investment 
(Net Worth) 
Net Worth per Common Share. 


Capital Expenditures 
Stock Outstanding at December 31 





101,074,081 
$26.73 


90,849,921 
$24.41* 
7,297,000 


3,781,667 3,555,412* 
= 40,572t 
Number of Employees at 
14,778 





L— — — —_ 


Number of Common Stockholders 
at December 31 18,462 


*Adjusted for two-for-one stock split of January 6, 1956. 
tRedeemed or converted by January 16, 1956. 





SUMMARY: The year 1956 brought to Allegheny 
Ludlum new and challenging opportunities in the field of 
high alloy steels and special metals. 


Expanding markets and products—A variety of important 
new applications for our established stainless and electrical 
steels continued to widen the markets for these products. 
Titanium and zirconium processing are increasing very 
rapidly. Our new vacuum melted alloys have also met 
enthusiastic demand. 


Capacity operations—These expanding requirements for our 
products taxed finishing capacity throughout the year. 
Despite the five weeks’ strike, sales reached a new high. 
Completions of additional production equipment will make 
possible greater output in 1957. 


Earnings maintained—Higher material costs and labor cost 
increases resulting from the wage settlement in mid-year 
forced price increases for our products. Despite strike losses, 
earnings were higher than those of the previous year. Divi- 
dends were increased to 50¢ per share in the final quarter, 
thereby giving stockholders a return on the earnings rein- 
vested by the company in recent years. 


Financial position strengthened—Steps taken early in the 


year to strengthen the company’s financial position included 
conversion of preferred stock and a two-for-one split of the 


14,950 





~ your copy of the 1956 Annual Report 

y Ludlum Steel Corporation, 
4. to Allegheny Ludlum Steel Corpora- 
tion, Oliver Building, Pittsburgh 22, Pa. 


common stock. Sale of new debentures made possible repay- 
ment of short-term loans, some prepayment on long term 
loans, and added to working capital. 


Capital outlays continue high—Expenditures on new facilities 
to expand output of our products were stepped up in 1956. 
Planning to meet future sales indicates the need for con- 
tinuing large capital outlays in 1957 and later years. 


Intensified research—The extent to which new metallurgical 
improvements have already affected the company’s prod- 
ucts, alloys and processing is considered only an indication 
of the dynamic future impact expected from greatly ex- 
panded research and centralization of research activities 
in 1957. 


Three-year employee agreements—The company reached 
agreement in August with the employees’ unions, granting 
certain wage increases and other employee benefits. The 
agreement provides a firm basis for sound employee rela- 
tionships during the next two and a half years. 


Promising outlook— Despite of demand for certain 
products, first quarter 1957 results should be good. Backlogs 
are still substantial, although lead time for many products 
is short. It is expected that 1957 may better the results 


of 1956. 
H. G. BATCHELLER E. J. HANLEY 
Chairman President 


ALLEGHENY LUDLUM STEEL CORPORATION 


OLIVER BUILDING, PITTSBURGH 22, PA. Be bh 
STAINLESS * ELECTRICAL * TOOL AND DIE STEELS * HIGH TEMPERATURE ALLOYS *& SPECIAL METALS 
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BUSINESSMEN: 

Come South and share in the 
ACTIVE, GROWING YEARS of the 
young industrial Southland! 





hes igo 
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WHAT A BIG DIFFERENCE a few years can make! It’s 
true of people — and of places, too. That’s why, when 
plant site seeking, it’s important to consider the age of 
an area in addition to everything else. Is the region 
industrially young? Can it still offer all the unique 
opportunities of the busy, energetic, growing-up years 
that belong inseparably to Youth? 

Today, the young industrial Southland is just begin- 
ning to show its possibilities. And like an active, high- 
spirited youngster, its years of greatest growth and 
development are just ahead. 

There comes to every young and growing region a 
time of phenomenal, adolescent-like development to 
full maturity. This is its “era of opportunity”—the happy, 
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rown up or GROWING UP. 
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America is growing—but the fast-growing 









... What a difference tt makes! 


} vigorous, growing-up years. That time for the South is 
now. The opportunity is yours. Come South now and 
grow with the young, fast-growing Southland. 

“Look Ahead—Look South!” 


Hharry A. Bias 


President 







SOUTHERN RAILWAY SYSTEM 


WASHINGTON, D. C. 


* THE SOUTHERN SERVES THE SOUTH 
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youngster of the “family” is the modern South! 
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For your copy of the 
1956 Annual Report, 
write to Secretary, 
Tung-Sol Electric inc., 
95 Eighth Avenue, 
Newark 4, New Jersey. 
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Reports f 
195 aie 


Record Sales Tung-Sol had the highest sales in its his- 
tory in 1956, more than five per cent above the previous 
record set in 1955. Earnings were down somewhat from 
the record earnings of 1955 primarily because of higher 
costs for labor and materials and the cost of expanded 
activity in research and development. Keen competition 
deterred price increases on several products and nar- 
rowed our margin of profit. 


Product Developments Among the new products de- 
veloped or put into production last year were a number 
of new electron tubes and transistors and an improved, 
smaller flasher for automobile directional signals. Several 
new tubes were produced for use in hybrid radios, which 
use both tubes and transistors, and are in wide use in 
automobiles. To concentrate our funds and skilled man- 
power on these and other highly promising products it 
was decided during 1956 to discontinue, for the present, 
all work on color TV picture tubes, which still command 
only a limited market. 


Research Tangible results achieved by Tung-Sol’s 
scientists and engineers in 1956 included the develop- 
ment of a new circuit breaker, and the design and pro- 
duction of many new electron tubes and transistors. Sev- 
eral of these new tubes and transistors are designed for 


TUNG-SOL 








Xaration 


use in non-entertainment applications, a rapidly develop- 
ing market for electronic products. 


Preparation for the Future During 1956 progress was 
made in consolidating the gains of the past several years 
and in preparing for future growth. Major plans formu- 
lated in 1955 became realities in 1956: improving our 
competitive position by enlarging inventories; widening 
distribution facilities; and making major investments in 
plant and equipment. These capital expenditt.res, which 
totaled $4,230,000 in 1956, are the best possible evidence 
of our confidence in the future growth of the company. 


SUMMARY OF OPERATIONS 1956 1955 


Net sales $53,838,822 $51,114,549 
Income before federal taxes on 
income 


Provision for federal taxes on 


5,819,397 6,854,393 


2,910,000 
2,909,397 


3,615,000 

Net earnings for year 3,239,393 

Earnings per common share 
(after preferred dividends). . 

Common shares outstanding 
December 31, 


$3.83 $4.65 


704,931 649,333 


EEE CTRicC ING. 


9S EIGHTH AVENUE, NEWARK 4. N. J. 
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they sell the rights, they are diluting 
their equity in future earnings.” 

Institutional Objectors. If the aver- 
age investor has been blissfully un- 
aware of such sophisticated objec- 
tions, the large investing institutions 
generally have not. Investment trusts 
tend to feel that if they want more 
shares they can buy them in the open 
market. They tend, too, to worry 
about possible dilution of earnings. 
Frederick W. Page, a vice president 
of the $31l-million Tri-Continenial 
Corp., puts the investment companies’ 
case very well. “Over the long run,” 
says he, “pre-emptive rights can be a 
poor thing for the investor. For the 
short run, too. That’s because if too 
many investors sell the rights they 
will find they are depressing the mar- 
ket value of their present holdings.” 

Page, for one, thinks there are bet- 
ter ways of raising capital in periods 
of tight money. “I would prefer,” says 
he, “to see fewer shares offered closer 
to market value. This would fulfill the 
company’s need for cash with less di- 
lution of the shareholders’ equity.” 

Like Stock Splits. And so the argu- 
ment goes on. Who is right? In the 
last resort, pre-emptive rights prob- 
ably occupy a position in Wall Street 
something akin to stock splits. So- 
phisticated investors know full well 
that two pieces of paper objectively 
are worth no more than one piece. 
But splits, though mere mathematical 
legerdemain, do have a demonstrable 
effect on values. Many investors can- 
not help feeling that 100 shares of 
stock at $25 are a better bargain than 
25 shares at $100. 

So with pre-emptive rights. It is 
easy enough to show that they dilute 
equity and basically add nothing to 
an investor’s stake. Nevertheless as 
a money-raising technique they un- 
doubtedly work—and work well. 

Thus for all the objections, 1957 
clearly has not seen its last pre- 
emptive rights offering. Early last 
month, Reynolds Metals Co. joined the 


ANACONDA’S DALY: 
does the dilution last? 
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queue. As part of a $150-million 
capital-raising campaign, President 
Dick Reynolds announced he would 
offer stockholders the right to buy 
an extra 914,078 shares of common. 
Too Far. But in Wall Street, as else- 
where, a good thing can be carried 
too far. Already Wall Street traders 
have not failed to notice that an- 
nouncements of rights offerings, far 
from buoying up a stock, have been 
having a depressing effect. If this 
continues, it could make stockholders 
unhappy about this kind of financing. 
Until that happens, however, it is a 
better than even money bet that pre- 
emptive rights issues will help sweep 
common stock financing to a new high 
in 1957. Controversial or not, pre- 
emptive rights have proved them- 
selves to be a wonderfully sugar- 
coated antidote to tight money. 


1954=100 


LACKLUSTER 
PROSPERITY 


How do you measure prosperity? Allis- 
Chalmers’ sales have risen substantially in 
both of the past two years. Profits, how- 
cc hove declined sharply. 











MACHINERY 


TALE OF WOE 


Troubles? Bob Stevenson has 

had plenty in his two years 

in the Allis-Chalmers driver’s 
seat, 





In HIs two years as president of Mil- 
waukee’s big (assets $513.9 million), 
flourishing Allis-Chalmers Manufac- 
turing Co.,* Robert Shutt Stevenson 
has had a hard row to hoe. Steven- 
son became president of the tractor, 
generator and machinery maker in 
1955 on the death of tough, free- 
wheeling William A. Roberts. 
Inauspicious. The time was hardly 


*Traded NYSE. Price range ( tee. ee 
high, 3744; low, 30%%. 2»? (1956): $2. 


Indicated’ one out rnings 
share sh4 3 ‘rotal R - 35139 
— 1 Ricker symbol: AH 


ALLIS-CHALMERS’ STEVENSON: 
he waited two years 


auspicious. During Bob Stevenson’s 
first year in the executive suite, Allis- 
Chalmers’ sales rose slightly more 
than 8% to $535 million. Profits, how- 
ever, were another, sadder story. 
They dropved from $3.60 a common 
share to $3.03. In 1956, Stevenson’s 
second year in charge, it was more of 
the same. Sales rose a further 2% 
to $547 million but profits slipped a 
sickening 20% to $2.42. 

For whatever comfort the fact could 
give him, the fault was not Bob 
Stevenson’s. Just at the time he took 
over, a rough, price-cutting war broke 
out in the electrical generating equip- 
ment field, which provides a solid 25% 
of Allis-Chalmers’ sales. There was, 
Stevenson found, plenty of business 
to be had. But to get it in competition 
with General Electric and Westing- 
house, who were slashing prices right 
and left, Allis-Chalmers had to write 
orders at prices that left little or no 
profit. To make matters worse, farm 
equipment, on which Allis-Chalmers 
counts for nearly half its volume, was 
in the midst of its own private depres- 
sion. 


For a Change. Last month, however, 
Stevenson was predicting that the 
worst may be over. “Sales,” said he, 
“will continue to gain this year and, 
for a change, profits should be sub- 
stantially higher.” 

Being a realist, Stevenson was not 
counting on any sharp upturn in 
farm equipment sales to pull his 
profit and loss statement out of its 
slump. He is, however, looking for 
better sales and profits from his con- 
struction equipment business. Steven- 
son expects electrical generating 
equipment, a heavy drag on profits for 
almost two years, to improve sharply 
after the middle of this year when 
the last of the low-profit 1955 orders 
will be off the books. Says he, with 
the air of a man who has been wait- 
ing a long time to say it: “1957 will 
be a good year, a very good year.” 
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Commercial Credit reports 


Cea net income of the finance companies, insurance 





P and facturing Pp from current operations, 

after payment of taxes, exceeded $26,400,000, the largest in COMMERCIAL 
Crepit’s history. The volume of receivables acquired by the finance 
companies during 1956 aggregated $3,387,087,994, compared with 
$3,677,241,749 during 1955. 
The outstanding receivables of the finance companies of $1,296,831,241 
on December 31, 1956 were larger than for any previous comparable date. 
Gross written premiums of the insurance companies, prior to reinsurance, 
during 1956 were $33,106,362, compared with $47,056,317 for the 
previous year. 





Net sales of the facturing P during 1956 were $118,976,584, 
compared with $117,992,005 during 1955. 

Net i per share was $5.26 on the number of shares out- 
standing and was larger than for any previous year in the Company’s 
history, and compares with $5.22 per share during 1955. 

The book value of the common shares has increased $12.78 during the 
past five years, and on December 31, 1956 was $40.28. During this five 





year period the Company paid cash dividends of $61,758,361 on its 
common shares, and retained $58,796,311 in the business. Capital funds 
of the Company on December 31, 1956 exceeded $200,000,000 which, 
with $80,000,000 of subordinated unsecured notes (including $25,000,000 
due 9/1/57) and $25,000,000 Junior subordinated notes, provided a 
base of credit for borrowing purposes of $305,000,000. The Company 
held reserves of $126,874,798 available for credit to future operations, 
expenses, credit losses and earnings. 


We are grateful for the continued use of our facilities by manufacturers, 
wholesalers, retailers and customers, and the continued support of our 
stockholders, institutions and others who have provided our operating 
funds. We appreciate the intelligent cooperation and enthusiasm of the 
officers and employes in the handling of the Company's operations, 
which made 1956 the largest earnings year in the history of the Company. 
The outlook for 1957 for the Company and its subsidiaries appears 
satisfactory. 
E. C. Wareheim, Chairman of the Board 
A. E. Duncan, Founder Chairman 
E. L. Grimes, President 





Condensed consolidated balance sheet as of December 31, 1956 and 1955 


ASSETS 
CASH AND MARKETABLE 1956 1955 
SECURITIES $ 180 693 150 $ 190 532 
RECEIVABLES: 
Motor and other retail 881 551 169 816 989 402 
Motor and other wholesale ... 166 677 225 590 720 
Direct loan receivables 68 49 628 455 


Commercial and other 
receivables 181 156 450 891 











659 468 


488 898 
reserve for losses 073 





Total receivables, net. . 785 497 


OTHER CURRENT ASSETS.. 123 791 421 
FIXED AND OTHER ASSETS 915 205 923 
DEFERRED CHARGES 917 441 844 


768 502 $1 413 555 330 











LIABILITIES 
1956 1955 
*$ 698 810 917 $ 799 319 000 





NOTES PAYABLE, 
SHORT TERM 


ACCOUNTS PAYABLE AND 
ACCRUALS 


U.S. AND CANADIAN 
INCOME TAXES 


48 939 709 49 047 254 


26 240 176 30 175 468 


76 015 745 77 122 671 


319 000 000 171 875 000 


80 000 000 105 000 000 


NET WORTH: 


Common stock.......... ee 50 336 451 
28 898 274 


123 527 230 


50 155 161 
28 515 984 
111 344 792 


Capital surplus.......... eee 





202 761 955 190 015 937 





$1 451 768 502 $1 413 555 330 





*Includes $25,000,000 Unsecured Subordinated Notes due September 1, 1957. 











A few facts as of December 31, 1956 and 1955 


1956 1955 
Gross finance receivables acquired $3 387 087 994 $3 677 241 749 





Written insurance premiums, 7 
33 106 362 47 056 317 
118 976 584 117 992 005 


85 124 940 
38 663 845 


Net sales manufacturing companies 





Gross income—finance companies $ 103 400 554 $ 
Earned insurance premiums, etc. 36 943 437 


Gross profit— manufacturing 


DOMIIIIAD .0.0.0:bi0< series cnrie 16 878 758 


4 345 640 


17 958 054 


Investment and sundry income. . 3 488 899 


1956 1955 





Net income before U.S. and 


Canadian taxes 51 536 103 54 197 240 


25 057 432 28 012 310 





Net income of 
Finance companies 
Insurance companies 
Manufacturing companies . . 
Total credited to 


16 569 774 
5 777 288 
4 131 609 


15 628 251 
5 877 336 
4 679 343 





$26 478 671 $26 184 930 





Common shares outstanding, 


end of period............. ee 5 033 645 5 015 516 





161 568 389 145 235 738 


Total expenses, insurance losses 
and reserves, etc. 


Interest and discount charges .. . 


72 898 339 
37 133 947 


66 116 446 
24 922 052 





Cc stock per share 
$5.26 $5.22 


4.98 5.58 
2.80 2.65 
40.28 37.88 
Interest and discount charges— 
times earned 2.38 3.17 





COMMERCIAL 
CREDIT IPLAN 


Offering services through subsidiaries in more than 400 
offices in the United States and the Dominion of Canada. 


COMMERCIAL CREDIT COMPANY Bottimore 2, Maryland 


Copies of our 45th Annual Report available upon request. 
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TEXTRON’S LITTLE 


TEXTILES 


FALLIBLE 
FORMULA 


In the business world no fiscal 
formula, however flexible, is 
completely foolproof. Wit- 
ness shrewd Royai Little’s 
current armful of problems. 


As one of the U.S.’ keenest financial 
minds, soft-spoken, New England- 
bred Royal Little has masterminded 
in recent years what he regarded as 
an almost foolproof profit formula for 
his Textron Inc.* 


Simple Scheme. Little’s scheme was 
disarmingly simple. He went about 
buying at knockdown prices such 
textile companies as American Wool- 
en, which, however unprofitable, were 
rich in brick, mortar, working capital 
and tax loss credits. Using his am- 
ple borrowing power, plus whatever 
capital he could free from unprofit- 
able textile lines, Little picked up a 
strangely-matched but profitable col- 
lection of smaller companies, ranging 
from ships to radar parts makers, 
from plywood mills to aluminum 
fabricators. Not only did Little hope 
gradually to shift his capital from 
textiles into more profitable lines, but 
he also expected to get a lot of help on 
the way from the fact that past losses 
would make future profits tax-free. 

Skeptics soon began _ snickering 
about Little’s “Buy-of-the-Month 
Plan.” It seemed, nevertheless, to 


*Traded NYSE 


rice range 
high, 2934; low, 145%. 


(1956-57 ie. 
. Dividend toga . 
: rs 

$ 92 Pemillion. 


Ticker symbol: 
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work. After suffering a loss of $4.1 
million in 1952, Textron came through 
1955 with a net profit of $5.5 million. 
At a time when many textile stocks 
were declining in a bull market, Tex- 
tron rose sharply from its 1953 low of 
7 to a 1956 high of 29%. 

Little was very pleased. He 
boosted dividends from 10c a share in 
1954 to 60c in 1955 and $1.60 in 1956. 
Said he: “Our goal of $22.5 million in 
profits is now in sight.” 

Too Soon. But before 1957 was more 
than a few weeks old, it was obvious 
that Little had spoken too soon. He 
was in a far from triumphant mood 
last month as he strode briskly into 
the Grand Ballroom of Manhattan’s 
Waldorf-Astoria Hotel, mounted the 
speaker’s dais and slapped down his 
tan briefcase. Little had several em- 
barrassing facts to explain to the 
more than 1,200 stockholders attend- 
ing Textron’s regional meeting. 

For one thing, Little had just fin- 
ished cutting the dividend from $1.60 
to $1. Textron’s 1956 profits, despite 
its freedom from income taxes, had 
totaled only $6.5 million, a far cry 
from the $22.5 million Little had been 
predicting for the near future. And, 
unkindest cut of all, Textron’s shares 
had dropped a bumpy 50% from their 
1956 high. 

Little, a notably articulate man, 
proceeded to eat humble pie. “I rec- 
ommended,” confessed he, “too high 
a dividend rate too soon. I became 
over-enthusiastic . . . textile opera- 
tions were far below expectations.” 

Textile Troubles. Textiles, he pro- 
ceeded to point out, continue to ac- 
count for 40% of Textron’s $192 mil- 
lion assets, 25% of its $245.8 million 
sales. On the profit & loss statement, 
however, textiles contributed noth- 


ing but red ink. Of the profits made 
in its other lines, Textron had to 
throw more than $5.8 million back to 
make up textile division losses. A 
contributing factor had been Little’s 
oft-reiterated desire to get out of 
textiles almost entirely. During the 
year he was engaged in closing or 
selling 7 of his 16 textile plants. “We 
could not,” explained he, “cut over- 
head as fast as we could cut busi- 
ness.” 

When he realized last year what 
was happening in textiles, Little had 
tried to spin off his sagging textile 
divisions. It was precisely because of 
unprofitable textile operations that 
Little was, and is, hard put to take 
full advantage of his wide tax um- 
brella. But he dropped the idea when 
the Internal Revenue Department 
bluntly informed him that his cher- 
ished tax loss credits ($34 million for 
1957 and 1958) would be lost if the 
textile business went. In the end 
Little had no choice but to buckle 
down to salvaging what he could from 
textiles. 


Plywood Problems. Though Little is 
more reticent about it, Wall Street has 
also been well aware for some time 
that some of Little’s non-textile ven- 
tures have not fared as well as he ex- 
pected. Little admits that Coquille 
Plywood is in the midst of a serious 
slump. So, too, is Ryan Industries, an 
electronics firm which had pretax 
earnings of $1 million a year when 
Little took it over in 1955. To the 
textile losses, these two nontextile 
divisions added a further deficit of 
$1.2 million. 

To Wall Street all of this proved, if 
proof were needed, that it takes more 
than a fiscal formula to make money 
in business. Before Little can reach 


AMEROTRON’S BARNWELL, SOUTH CAROLINA WOOLEN MILL: 


Internal Revenue blocked an exit 
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Tue 32-hour week and the three- 
day weekend are among the new 
spring offerings which labor lead- 
ers have designed as the latest 
fashions in collective bargaining. 
The push for shorter hours, which 
only two years ago was pooh- 
poohed by employers as “pie in the 
sky,” has now become a serious 
“bread and butter” issue. 

The lowering of work hours has 
been part of the historical eco- 
nomic development of this country. 
A hundred years ago, the work- 
week was 70 long hours. In 1900 
the 60-hour week came into vogue, 
and diehards mourned over the 
country going to the dogs. By 1920 
the workweek was clipped another 
10 hours, and later the Fair Labor 
Standards established a 40-hour 
week. 

Labor proponents of the shorter 
workweek have dished up a ban- 
quet of arguments catering to 
everybody’s taste. To the workers 
they hold out the lure of the long 
weekend. To businesses engaged 
in the pursuit of other men’s lei- 
sure, they produce the theory that 
the less time a man stands behind 
his machine, the more he will in- 
dulge in recreational spending. To 
the employer who is being urged 
to sign agreements calling for 40- 
hour pay for 32-hour work, the 
pitch is that it will really cost him 
little, because the traditional in- 
crease in productivity through 
mechanization will keep pushing 
labor costs down. All these ration- 
ales are neat, pat and glib, but like 
so many economic and political 
cure-alls, upon examination they 
prove to contain more air than 
substance. 

The first question that calls for 
some analysis is: “Do workers 
want more leisure time?” Actually, 
it turns out, some employees may 
not be too keen to embrace the 
shorter workday or workweek. In 
the rubber industry, for example, 
the six-hour day has been in vogue 
for a good many years. But in- 
stead of traipsing off in pursuit of 
pleasures, over 40% of the workers 
in Akron _rubber plants hold down 
two jobs. 

If the 32-hour week spreads, two 
serious consequences will result. 
First, there will be an over-all re- 
duction in the number of people 
who will be able to find employ- 


LABOR RELATIONS 


Loaded Leisure 












ment, because 
so many skilled 
workers _ will 
prefer two jobs 
as against one 
job and fishing. 
Secondly, the 
rate of effi- 
ciency will drop 
because the Lawrence Stessin 
double-job employees will be 
droopy-eyed from the burden of 
dual workloads. 

Says Joseph M. Bertotti, Man- 
ager of Employee and Public Re- 
lations Research at General Elec- 
tric: “All evidence indicates that 
it is still open to question whether 
workers are ready to demand more 
leisure in place of greater purchas- 
ing power. ... Apparently 40 hours 
a week comes close to the optimum 
and represents the balance between 
leisure and buying power that most 
people prefer. Whether that is true 
or not, it should be made clear that 
any time we adopt a four-day week 
to replace a five-day week, our 
standard of living must drop by 
one fifth of what it would other- 
wise be.” 

The assumption by labor leaders 
that our productivity is going to 
continue to rise (about 2% a year) 
as it has been is also a tenuous 
one at best. “We become more pro- 
ductive,” says Mr. Bertotti, “when 
we improve our tools and tech- 
niques, make more mechanical 
power available and modernize 
and expand our facilities. These 
things require capital. At present 
a $12,500 investment is required on 
the average for every worker in 
manufacturing. And every job is 
estimated to require $50,000 in- 
vestment in community facilities.” 

Funds for such capital invest- 
ment are getting harder to come 
by. Last year productivity in- 
creases were the smallest in years. 
Moreover, our workforce is getting 
older, which means higher training 
costs, greater dollar outlays in de- 
velopment of managerial skills. The 
increasing employment of women 
also causes a drain on income and 
reserves. 

Thus if business takes on a 20% 
added burden in labor costs by 
cutting the workweek, it may well 
bring about a kind of leisure no 
one will enjoy or desire—unem- 
ployment. 











Sales in Milions of Dollars ___Prfitsin Mlions of Dollars 
WIDE 
OF THE MARK 


Textron’s Royal Little went for wide 
of the mark on his sales and profit 
predictions for 1956. 
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the goals he originally projected he 
will have to put all of his divisions on 
a profitable basis. When will that 
be? “We were so far off last year,” 
says he sadly, “that I’m not going to 
make predictions or give goals.” 

Well, hardly ever. Having said 
this, Little went on to climb out 
slightly on his favorite limb. For one 
thing, said he, the current dividend 
rate is “safe.” Then, too, with the 
worst of the textile write-offs safely 
behind him, the profit picture looked 
better for 1957. “Next year,” said he, 
warming up to his predictions as he 
took his leave of stockholders, “I in- 
tend to have much more satisfactory 
results for you to listen to.” 


MOVIES 


DEBUT 


Last of the privately-held 
movie firms, United Artists 
will offer shares to the public. 


Unrrep Artists, one of the few movie 
outfits to keep up a lively pace in an 
otherwise foot-dragging industry, last 
month prepared to take still another 
giant step. From Chairman Robert S. 
Benjamin and President Arthur Krim 
came word that UA is planning to put 
350,000 shares on the market some- 
time after mid-month. The big dis- 
tributor, which grossed a_ record- 
breaking $65.3 million last year, thus 
becomes the last of the privately-held 
film firms to go public. 
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ILLINOIS 


American Investment Company 





HIGHLIGHTS of 19956 


From the Annual Report to Stockholders 
1966 1966 
Gross Earnings $ 43,479,647 $ 38,308,281 
Net. Income $ 6,341,337 $ 6,235,067 
Earnings per Common Share . $ 129 $ 1.30 
Volume of Business $313,729,830 $274,924,687 
Loans Outstanding $197,152,007 $168,597,159 
Number of Offices 409 359 








American Investment Company subsidiaries 





made loans to nearly 1,000,000 customers in 
wares} LOANS Outstanding in millions of dollars 1956, and earned more money than ever before 


LOANS oF 
eee Manan 100 120 140 160 180 2] §©6in its history. Fifty new offices opened or ac- 








723053 quired during 1956 are expected to contribute 





measurably to 1957 income. We believe that 1957 
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26 ALAA will see more net earnings for our stockholders 
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586.119 





565.603 


9 
a oe even though the volume of business may not in- 


| crease substantially. The record amount of long- 
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625.653 3 
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541,887 

















term financing completed in 1956 places us in a 











strong position to obtain new business this year. 


i Net income in millions of dollars ae 1 O57 = 


The predecessor of American Investment Company began business in Springfield, Illinois 
in 1917. In celebrating our 40th anniversary this year we are proud of our past and are 
looking forward to our future with confidence. 


AMERICAN 


American investment Company 
OF ILLINOIS A copy of the annual report to 


62651 Maryland Avenue stockholders may be obtained 


iting to t : 
St. Louis 24, Missouri by writing to the Company 


Principal Subsidiaries: 
Public Finance Corp., Public Loan Corp., Domestic Finance Corp., General Public Loan Corp. 











ForseEs, APRIL 1, 1957 













For reservations at 
any Sheraton Hotel 
call the Sheraton 

the proudest name in Hotels nearest you 


NEW IN 


PHILADELPHIA 












EAST 
NEW YORK 
BOSTON 
WASHINGTON 
PITTSBURGH 
BALTIMORE 
PHILADELPHIA 
PROVIDENCE 
SPRINGFIELD, Mass. 
ALBANY 
ROCHESTER 
BUFFALO 
SYRACUSE 
MIDWEST 
CHICAGO 
DETROIT 
CINCINNATI 
ST. LOUIS 

HA 
LOUISVILLE 
DALLAS 
Sheraton Hotel 





INDIANAPOUS 
FRENCH LICK, Ind. 
and other Midwest cities 
PACIFIC 
SAN FRANCISCO 


LOS ANGELES 
PASADENA 
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CANADA 
prem MONTREAL 
PHILADELPHIA’S NEW 
SHERATON HOTEL 


Enjoy a new kind of luxury, the new world of good living, in this 





NIAGARA FALLS, Ont. 
HAMILTON, Ont. 
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Philadelphia showplace ... the most exciting hotel ever built. ee 
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PROFILE ON 


SUBURBAN 
PROPANE 


e Largest independent distributor 















of LP-Gas 
e 460,000 customers from Maine 
1956 to Florida 
Annual Report e Total assets $54,000,000 
Available on Request e 13,000 shareholders 





e Total 1956 revenue: $37,000,000 


e Dividends for 11 consecutive 
years (now $1.20) 














SUBURBAN PROPANE GAS CORPORATION 
Whippany, New Jersey 20 Exchange Place, N. Y. C. 























THE LONG WAIT 


Western Air Lines hopes to 
find wider margins on its 
long-haul Mexico City route. 


On New Year’s Day, 1947, when new- 
ly-elected President Terrell C. Drink- 
water brought his team into the ex- 
ecutive offices of Los Angeles’ mid- 
dle-sized Western Air Lines,* he 
found things in rather untidy condi- 
tion. The oldline carrier had just 
finished a year in which it had lost $1 
million on $12 million in gross reve- 


| nues. But Drinkwater, a specialist in 
» aeronautical law, found one bright 


spot. A year earlier Western had 
been handed a plum by the Civil 
Aeronautics Board in the form of a 
new route between Los Angeles and 
Mexico City. 

Western, however, was never able 


| to get its planes aloft on the circuit. 


Reason: the Mexican government was 


| bent on reserving the route for its 


own Compania Mexicana de Aviacion 


| airline (in which Pan American 
| World Airways holds 40% interest). 





But even without it, Drinkwater was 
able to revive Western’s fortunes, 
thanks to the West Coast’s booming 
economy. From a deluge of red ink 
in 1947, he brought Western back in- 
to the black, by 1955 showed a $4- 
million operating profit. 

Pay Load. Finally last month the 
long-awaited plum dropped. The 
CAB announced that it had finally 
obtained flying rights from the Mex- 
ican government. Western’s Drink- 
water calculated that he could soon 
pick up 45,000 passengers annually on 
the run (half the total now carried by 
the Mexican airline). Although this 
would represent only 5% of Drink- 
water’s current load, the traveling 
distance involved would make it far 
more profitable than comparable 
traffic on Western’s other routes. 

When Drinkwater released his an- 
nual report last month, it was appar- 
ent that Western’s growth had slowed 
a bit. A ten-week strike in the 
first quarter, he reported, whittled 
revenues 9% to $28 million, and oper- 
ating income was off 38% to $2.5 mil- 
lion. This, however, excluded $2.7- 
million profit from sale of four DC-4s 
and three DC-3s. Drinkwater is also 
fast modernizing his fleet. “By mid- 
1958,” says he, “the company expects 
to have 25 DC-6Bs. These have 
proved ideal on our system.” 


*Traded NYSE. Price range (1956-57): 
high, 2536; low, 183,. Dividend (1956): 80c 
plus 4% stock. Indicated 1957 payout: 80c 
lus 4% stock. Earnings per share (1956): 
$3.91. Total assets: 1 million. Ticker 
symbol: WSX. 
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MORE THAN 32,000 PEOPLE in Allied’s 
divisions are engaged in making and marketing 3000 different 
products—and their progress is making news. 


IN RESEARCH AND DEVELOPMENT, Allied 
made the biggest news in 1956 with an expenditure during the 
year of $17,500,000, three times the amount ten years ago. 


IT WAS AN ACTIVE YEAR in construction, too, 
with $77,000,000 going for new plants and equipment—40% 
more than in 1955. 


NOTEWORTHY DEVELOPMENTS: included 
a new corporation jointly owned by Allied and Kennecott 
Copper Corporation which will make titanium, “miracle metal 
of the jet age.’”” Another development is Allied’s increased stake 
in atomic energy with the first privately owned plant for making 
refined uranium salts, feed material for Atomic Energy Com- 
mission plants. 
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FINANCIAL HIGHLIGHTS 


saa bet 


Record 1956 sales of $669 million 
Net earnings—- $47 million—$4.74 a shore 


Cash dividends continuously for 36 years 
—in 1956: $3.00, plus 3% in stock, to 
more than 30,000 stockholders. 


The Annual Meeting of Stockholders will be 
held at 61 New York City, 
Monday, April 29, 1957 at 1 P.M. All stock- 
holders are cordially invited to attend. 


The Annual Report Broadway, 
gives a comprehensive 
account of the 
Company’s progress 
in 1956. We'll be 
glad to send a 


copy on request. 











DIVISIONS: 

Barrett + General Chemical 

National Aniline + Nitrogen 

Semet-Solvay * Solvay Process 
International 


61 Broadway, New York 6, N.Y. 

















DIAMOND in 1956 
Growing for tte FUTURE 








In 1956, its 75th year, sales of The Diamond Match Company again rose to a record 
level. Earnings per common share were $3.04 against $3.02 the previous year. Earnings 
from operations were off 8% . . . due primarily to price weakness in resale book matches, 
and a low level of lumber prices in the third and fourth quarters. 





Important progress was made during the year. Streamlining of retail yard and store 


MANUFACTURING operations was intensified. Modernization of the entire California lumber manufacturing 
PLANTS operation was inaugurated; the Northwest lumber operation was reorganized. Installa- 
Molded Pulp 


tion of modern, high speed wooden match machinery was completed. Molded pulp 
machinery was redesigned for greater production. The Company intensified merchan- 
dising effort in the food packaging field; and a new consumer product was added. 






Brantford, Ontario 

Great Yarmouth, England 
Ogdensburg, New York 
Paimer, Massachusetts 
Plattsburgh, New York 










Red Bluff, California 1956 1955 
Petuinailties Criteen IS 55 Lig es ale ip siks uit Ges DN $133,716,000 $18,839,000 

Morris, Itlinois RESET ieee et aie eee 8,934,000 9,108,000 
Matches 

aiedin Qhen PER SHARE OF COMMON STOCK 

Chico, California Net Income after preferred dividends.......... $3.04 $3.02 





Cloquet, Minnesota 





















Dividends paid ......... ua ine ote ne ow att 1.80 1.50 
Springfield, Massachusetts 
ination PER SHARE OF COMMON STOC 
Cinnatt, Ginneccste NS FN ls din cain a cu cabae $15.26 $20.49 
Dixfield, Maine ER Pe ORT eC Fee 16.02 11.67 
es eee -1.) = Oy) Cee eee 31.28 32.16 
Lumber Less: Notes payable and preferred stock....... 6.56 8.16 
Albeni Falls, Idaho —— 
Biddeford, Maine Book Value—common stock.................. $24.72 $24.00 


Chico, California 
Cusick, Washington 
Fryeburg, Maine 





Lyman Springs, California 
Metalline Falls, Washington 
Red Bluff, California 
Spokane, Washington 
Stirling City, California 
Superior, Montana 


Machine & Foundry Unit 
Barberton, Ohio 


RETAIL LUMBER YARDS 
AND STORES 
63 in California 
29 in New England 
2 in Washington 
1 in Idaho 


RESEARCH AND 
ENGINEERING 
Stamford, Connecticut 























GROWING FOR THE FUTURE 





@ New $20,000,000 integrated forest prod- 
ucts plant at Red Bluff, California on sched- 
ule. Molded pulp egg cartons production ex- 
pected to start in June, 1957 .. . entire plant 
completed by mid-1958. 

@ Diamond will market a new charcoal 
briquet self-starting molded pulp package 
called “Neet-Heet”. 

@ New Research and Engineering Center 
at Stamford, Connecticut, becomes fully 
operative this month. 

@ Diamond’s timberland holdings now total 
373,000 acres. Ten years ago mill and retail 
lumber sales were 153 million board feet, 
last year nearly 369 million board feet. 









Copies of Diamond's 1956 annual report are available by writing to The Secretary, 


THE DIAMOND MATCH COMPANY 


122 East 42nd Street, New York 17, New York 


@ The Hartmann Fibre Company, Limited, 
leading British producer of molded pulp egg 
trays and cartons and food trays, was pur- 
chased in May of 1956. 


@ Diamond’s 95 retail lumber yards and 
building supply stores are concentrating on 
the $15 billion dollar home improvement 
market. 


@ Since 1947, molded pulp and packaging 
(with the acquisition of General Package 
Corporation) has risen from 15 to 31% of 
total Diamond sales dollars; lumber pro- 
duction and mill sales rose from 8 to 16% of 
dollar volume. 


PRODUCERS OF molded pulp egg cartons, pie plates and cake circles, Deluxe and plain plates, “Foodtainers” and industrial packaging; folding 
paperboard egg cartons; all types of book and wood matches; woodenware (clothespins, toothpicks, candy and ice cream confection sticks); retail 
and wholesale lumber and ‘‘Neet-Heet" self-starting packages of charcoal briquets. 
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CERRO SMELTER IN THE PERUVIAN ANDES: 


NON-FERROUS METALS 


KING OF THE HILL 


From the jungles of Peru to 

the tax courts of Washington, 

Cerro de Pasco is overlook- 
ing no bets. 





HicH in the Andes mountains of Peru 
last month, a tall, tweedy man in bat- 
tered gray slacks, plaid shirt and 
bulky Army shoes peered over the 
edge of a dirt road that he himself had 
built at a cost of $5 million. The man: 
Robert P. Koenig, 53, president of 
U.S.-owned Cerro de Pasco Corp., 
which mines lead, zinc, copper, silver, 
and other metals in the remote vast- 
ness of mountainous Peru. The object 


THE KOENICGS AT LIMA: 
power is plenty 
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of his attention: the waters of the 
Paucartambo River, tumbling along in 
the valley bed thousands of feet be- 
low the road. 


Koenig’s was no idle interest. A 
day later he met with Peruvian of- 
ficials in the remote jungle town of 
Yaupi (see map) to dedicate a glis- 
tening new hydro-electric plant 
which harnesses the waters of the 
Paucartambo, turns out 65,000 kilo- 
watts of power, and eventually will 
generate nearly 100,000 kilowatts. 


Power Play. To build the plant, 
Koenig first had to cut a road along 
the jungle-covered sides of the moun- 
tains, then spend another $25 million 
on the power station and dam. But 
the chase was well worth the game: 
the plant will pump sorely-needed 
power for processing production from 
Cerro’s* five mines at its smelting and 
refining facilities on the “Hill” in 
bleak Oroya. Thus fortified, by the 
end of this year Cerro will have 
boosted its zinc production from 120 
tons to 150 tons of slab a day. Eventu- 
ally, its output will climb to 240 tons 
of slab zinc alone. “Don’t forget,” adds 
Bob Koenig cheerily, “we produce 
everything but pandemonium and 
delirium. 

But for Koenig and Chairman Frank 
Russell, the plant means far more 
than a mere increase in produc- 
tion. The Paucartambo power plant 
will serve as insurance against the 
droughts of the past two years, which 
slashed output at Cerro’s four hydro- 
electric plants and cut profits before 
depletion by 10% (to about $12.6 


*Traded NYSE. Price range (1956-57): 
high, 7734; low, 4434. Dividend (1956): $1.60. 
Indicated 1957 payout: $1.60. Earnings per 
share (1955): $5.90. Total assets: $175.9 mil- 
lion. Ticker symbol: DP. 


a double play to turn a profit 


million) last year. It also means that 
Cerro now has enough power to proc- 
ess even low-grade zinc ores at a 
profit. Until now, it always had to 
stockpile these ores, sell them only 
when prices were high. 

Changing Landscape. Cheap power 
alone, however, is itself no guarantee 
of profits in the up and down metal 
markets. Lead and zinc prices, sup- 
ported by U.S. Government stockpil- 
ing and barter programs, tend to be 
fairly stable. But copper, which Cer- 
ro also mines in Peru, gyrates violent- 
ly, as it did last year from short sup- 
ply in January to plentiful supply by 
Christmas. Largely as a result, Cer- 
ro’s own earnings ranged widely from 
quarter to quarter. Koenig’s answer: 





MOUNTAIN DOMAIN 























diversification. “We won’t start mak- 
ing underwear or anything like that,” 
he says, “but we are actively looking 
around in the metals field.” 

He has done more than just ook. 
Eighteen months ago, Cerro acquired 
Circle Wire & Cable, a copper prod- 
ucts fabricator, and Fairmont Alumi- 
num, an aluminum sheet and coil 
producer, and 16% of Southern Peru 
Copper. That done, Koenig moved 
Cerro’s Peruvian assets to a separate, 
wholly-owned subsidiary. Object: to 
avoid losing its preferential tax treat- 
ment as a Western Hemisphere cor- 
poration, a classification which entitles 
Cerro to a 38% tax rate instead of the 
normal 52% corporate tax. 


Last Word. As if all this were not 
enough to keep Koenig hopping, at 
the Paucartambo project dedication 
last month, Peru’s Minister of Public 
Works dropped a veritable bombshell. 
Cerro, he revealed, was studying the 
possibilities of building still another 
hydro-electric plant in Peru, using its 
power to produce aluminum. If 
further investigation shows that the 
plan is feasible, Cerro will buy alu- 
mina from outside sources, smelt it 
into aluminum ingot at a plant on the 
Peruvian coast. Says Bob Koenig 
with a wide grin: “We’re in business 
to make money. You spell that 
M-O-N-E-Y.” 








OIL 


WHO’S WHO? 


For some baffled stockhold- 
ers, that question has become 
a mighty puzsle. 


Wuar’s in a name? Plenty, if one 
Canadian oil company’s experience is 
any criterion. For a time, Calgary’s 
British Petroleums, Ltd. was quietly 
minding its own business, which is 
drilling for oil in Canada’s western 
provinces. Then, far away, the mighty 


BRITISH PETROLEUM’S GASS: 
by any other name 


Anglo-Iranian Oil Co. was uncere- 
moniously booted out of Iran, and the 
trouble for British Petroleums, Ltd. 
began. With its change of locale, 
Anglo-Iranian decided to change its 
name. Its choice: British Petroleum 
Co., Ltd. 

Even at that, the confusion might 
not have grown too serious. But in 
1954 British Petroleum decided to ex- 
pand into Canada. What resulted 
was more confusing than amusing to 
British Petroleums, Ltd. Customers 
and stockholders alike were soon lost 
in hopeless confusion, and for two 
years the Canadian firm bitterly pro- 
tested Anglo-Iranian’s new moniker. 

Finally last month, oil was poured 
on the roiled semantic waters. In a 
gracious gesture, the Alberta pro- 
ducer agreed to change its name to 
Leamac Petroleums, in return for 
which Chairman Neville Gass of the 
big international oil company agreed 
to pay $250,000 for various pieces of 
wilderness held by the company, and, 
incidentally, the British Petroleums 
name. A thinly disguised settlement, 
perhaps, but calculated to make 
everybody happy and end the con- 
fusion. 


Or would it? With barely a mo- 
ment’s pause, mighty BP announced 
it would set up a new Canadian com- 
pany—‘“British Petroleums, Ltd.” 










In Detroit, mailman Clayt Bartlett has finished delivery of 
Detroit Edison’s 1956 Annual Report. He’s happy, because he’s 


Good news in the mail from Detroit Edison! 


a stockholder, too, and has already studied his copy. 


“Makes good reading,” says Clayt. “Look here—Edison’s utility 
revenues were $236,722,789 in 1956. That’s a new high for the 
Company. Earned $2.45 a share, and declared $1.85 a share for us 
stockholders; 20 cents more than in ’55. Hasn’t missed a quarterly 
dividend in 48 years. And capacity increased nearly 300,000 kilo- 
watts—totals 2,841,000 kilowatts now. 


“That’s just off the top of the report. There’s lots more—about 
the increasing industrial growth of Michigan, the new Enrico 
Fermi atomic power project, and other additions to generating and 


Detroit 26, Michigan 


Like a copy? Write the Treasurer... 


THE DETROIT EDISON CO. 


Investing in a better future 
for Southeastern Michigan 


transmission equipment. Makes good, sound investment reading.” 
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THE 165th ANNUAL REPORT 


Insurance Company of North America Companies 


It was a year of challenge and accomplishment for Insur- 
ance Company of North America Companies. Substantial 
progress marked our world-wide operations. 

Several records were set: Assets and Policyholders’ 
Surplus (Net Worth of the business), at market values of 
December 31, 1956, increased to new highs, reflecting 
sound management and growth. 

Premium Writings advanced to the highest peak in our 
history. Investment income reached an all-time high of 
$25,155,385 before taxes. 

More Claims were serviced than ever before — over 
730,000! It is good for our business to make prompt pay- 


ment to restore the policyholder to the position he held 
before a loss. Therefore, in an era of ever-increasing values, 
we urge all policyholders to examine their insurance pro- 
grams to make sure that their property and possessions 
are insured at present-day values. 


We face the future with confidence and an assurance 
of continued growth and success in meeting all the insur- 
ance needs of the individual, family, business and indus- 
try, and institutions here and abroad. One guiding 
principle has lighted the way since our founding in 1792: 
By serving the policyholder first, we best serve our stock- 
holders, our agents and our employees. 


For a copy of our 1956 Annual Report write: Head Office, Dept. A-10, 1600 Arch St., Philadelphia 1, Pa. 





Insurance Company of 


NORTH AMERICA COMPANIES FINANCIAL STATEMENT—DECEMBER 31, 1956 


ASSETS 


Bonds (Amortized) 

Other Stocks (Association Values) 

Stocks of Insurance Companies— 
Wholly Owned (Association Values) 

Real Estate 

Accrued Interest 

Cash in Banks and Office 

Premiums in Course of Collection (not over 
90 days due) and Other Assets 


Total Admitted Assets 


LIABILITIES 


Unearned Premium Reserve 
Loss & Claims Expense Reserve 
Reserve for Taxes, Expenses and 
Other Liabilities 
Reinsurance in Non-Admitted Companies . . 
Dividend Payable Jan. 15, 1957 
Dividend Declared—Policyholders .. . 
Capital & Surplus Applicable to 
Minority Interests 


Reserve for General Contingencies 


Reinsurance Fund 
Atomic Energy Risks 
Capital 

Surplus 


Policy- 
holders 
Surplus 


Insurance Co. 
of North America 


Phila. Fire & 
Marine Ins. Co. 


Indemnity Ins. Co. 
of North America 


Consolidated (Excl. 
Inter-Co. Ownership) 





$116,641 ,423.46 
316,930,043.26 


154,067 ,080.03 
7,498,140.09 
628,702.19 
25,183,756.83 


54,765,512.49 





$19,560,984.08 
53,940,881 .03 


0 

0 
87,346.91 
3,369,891 .37 


8,529,528.02 


$113,270,076.72 
123,670,646.76 


0 

0 
637,994.73 
10,274,299.64 


21 564,753.68 


$249,472,484.26 
494,541 ,571.05 


0 
7,498,140.09 
1,354,043.83 

38,827 ,947.84 


84,859,794.19 





$675,714,658.35 


7,739,745.99 

4,954,764.57 

3,330,237.82 
0 


0 
266,219,245.91 
9,684,709.44 
5,000,000.00 
26,641 ,675.00 


$85, 488,631.41 


$21 546,816.00 
3,793,094.38 


1,425,489.29 
181,416.71 
0 
0 


0 
38,541 815.03 

0 

0 
5,000,000.00 
15,000,000.00 


$269,417,771.53 


$ 58,409,493.00 
103,177,314.81 


8,031 ,438.52 

4,195,692.45 
0 

20,000.00 


0 
57,362,698.00 
5,721,134.75 
2,500,000.00 
5,000,000.00 
25,000,000.00 


$876,553,981.26 


$238,816,292.00 
150,254,705.81 


17,196,673.80 
9,331 873.73 
3,330,237.82 
20,000.00 


58,567.75 
266,219,245.91 
9,684,709.44 
5,000,000.00 
26,641 ,675.00 
150,000,000.00 





$675,714,658.35 





$85,488,631.41 


$269,417,771.53 


On the basis of actual market value for stocks and bonds, the 
Consolidated Assets would be $857,471,871.95, 





$876,553,981.26 


the Reserve for General Contingencies $247,141,103.42 and Policyholders Surplus $438,467 487.86. 





Securities and Cash carried at $18,197,077.37 in the above Consolidated Statement are deposited as required by law. 


Insurance Company of 


NORTH AMERICA 


® Protect what you have© 


APRIL 1, 1957 


Companies 





Insurance Company of North America 


Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 
Life Insurance Company of North America 


Philadelphia 1, Pa. 














BUILDING MATERIALS 


SILENT GIANT 





The rich are careful, and 
no exception is_ tree-rich 
Weyerhaeuser Timber Co. 


But in its case caution means 
bold expansion. 


“TIr’s so quiet at Weyerhaeuser Tim- 
ber,”* a newsman complained to his 
editor some years ago, “that you can 
almost hear a tree grow.” But the 
controlling Weyerhaeuser family 
wanted it that way. Reinforcing this 
normal inclination of tightly held 
corporate management was a tragedy: 
the kidnapping during the 1930s of 
President John Philip Weyerhaeuser’s 
boy. If it had not been for all the 
family publicity, some of the clan 
said, it might never have happened. 
Deliberately, Weyerhaeuser Timber 
carefully kept its affairs hidden in the 
long shadows of its $404-million (total 
assets) Pacific Northwest forest em- 
pire. 

Unaccustomed Bustle. Last Decem- 
ber tragedy put Weyerhaeuser Tim- 
ber back in the public spotlight, when 
President John Philip Weyerhaeuser 
died. Soon newsmen became aware of 
an unusual hustle and bustle at 
Weyerhaeuser. Then last month 
Chairman Frederick King Weyer- 
haeuser, 62, unexpectedly handed 
~ over his chairman’s gavel to Norton 
Clapp. In its place he grabbed the 
working reins at Weyerhaeuser Tim- 
ber as president. 

But the change at Weyerhaeuser 
Timber soon proved to be not merely 
one of titles. It was quite clear that 
Fred Weyerhaeuser meant business. 
For one thing, he boldly opened Wey- 
erhaeuser’s first big push out of its 


Northwest domain by purchasing 
thousands of acres of Mississippi 
forest land, where Weyerhaeuser 


plans to build a $30-million pulp mill. 

What had prompted Weyerhaeuser’s 
bold bid eastward? And why had it 
chosen to channel its investment into 
paper & pulp production, which 
some in the industry think is already 
an overcrowded field? 

One answer seemed to be that Fred 
Weyerhaeuser is far from satisfied 
with the lush 16c net margin the big 
timber company showed last year on 
every dollar of its sales. But there 
was probably another reason: with 
his lumber sales off 1% last year, and 
plywood sales down 13%, Weyer- 
haeuser Timber’s revenues from pulp 


*Traded over-the-counter. Price 
(1956-57): high, 4254: low, ~ 
(1956) : $i. Indicated 1957 payout: 

per share (1956): 
million. 


range 
Dividend 
$1. Earn- 
$2.06. Total assets: 
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LOADING WEYERHAEUSER TIMBER: 


and paperboard had risen 10%. 
Thanks to paper products, total cor- 
porate sales had climbed to a record 
$324 million, and net had hit $2.06 
per share, the best on record. 
Weyerhaeuser has good reason to 
cherish his paper sales with special 
love. Not only have they been the 
fastest growing part of his company’s 
revenues in recent years (see chart), 
but they cost him virtually nothing. 
For Weyerhaeuser’s powerful hy- 
draulic barkers and chippers are actu- 
ally turning odd logs and sawmill 
residuals into cash in form of pulp. 
Thus by getting into the paper busi- 
ness, waste becomes windfall. 
“Green Gold.” Veteran papermen 
have little doubt that Weyerhaeuser 
Timber has what it takes to make 
good in the paper business, and in a 
big way if it is so minded. Behind its 
corporate balance sheet are 2.6 mil- 
lion acres of what are almost better 


09a Compeny s Overall Growth Bate 
PAPER PROFITS 


Since 1952, Weyerhaeuser’s pulp and 
paperboard sales have grown far faster 
than its lumber sales or company sales 
as a whole. 











waste was becoming a windfall 





than hard cash itself these days: rich 
stands of timber. How much they are 
worth is anybody’s guess. On Weyer- 
haeuser’s balance sheet they are car- 
ried at $86 million, but this represents 
1913 prices. At a minimum, rival tim- 
bermen estimate, they are probably 
worth ten times that much, and pos- 
sibly much more. 

But such assets are merely reserve 
cards in Weyerhaeuser’s hand. If 
Weyerhaeuser were to get in a tight 
spot for money, a simple cutting oper- 
ation would readily replenish the 
supply. But Fred Weyerhaeuser 
would probably use that only as the 
last resort: his timber reserves in- 
crease in value merely by standing 
there. 

Is Weyerhaeuser asking for trouble 
by plunging headlong into the paper 
& pulp business just at this. time? 
Certainly it is not the best time con- 
ceivable. These days even such big 
producers as International Paper and 
Crown Zellerbach are furrowing 
their brows over a threat of over- 
supply in paperboard and pulp. 

Yet if Fred Weyerhaeuser was 
tempering his ambitions with caution 
last month there was no sign of it. 
Hardly had he moved into the presi- 
dency when he threw the switch 
starting up a 400-ton-a-day sulphite 
pulp mill at Grays Harbor, Washing- 
ton. Said he simply: “This will raise 
our pulp capacity by a good 20%.” 

Meanwhile he was active on an- 
other side of the compass arranging 
a king-sized merger with New Jer- 
sey’s Kieckhefer Container Co. and 
Chicago’s Eddy Paper Corporation. 
In the Kieckhefer and Eddy deals he 
will acquire 30 paper products plants 
across the country which will add 
some $120 million to cetamet 


Timber’s annual sales. 
4 
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Waste Not, Want Not. Actually the 
Doubting Thomases on the sidelines 
were probably missing the point in 
Weyerhaeuser’s expansive moves. 
Sales as such, at the price of cutting 
further into his timber reserves, is 
just what Fred Weyerhaeuser does 
not want. But for him pulp & paper 
are another proposition. Whether or 
not certain paper and paperboard 
markets are oversaturated, they pro- 
vide him with a highly economic 
market. As waste, his timber odds & 
ends are worth nothing; as paper- 
board or pulp, even at depressed 
prices, they represent substantial 
profits. 

His wrong-way slide down the 
corporate totem pole notwithstanding, 
it was clear to hear him talk last 
month that Fred Weyerhaeuser had 
not lost his sense of direction. Talk- 
ing about his new acquisitions in his 
fir-paneled Tacoma headquarters, he 
was all business. “These purchases,” 
said he, “will put us in a much 
stronger defensive position with re- 
spect to our paper expansion. Their 
milk cartons, folding boxes and cor- 
rugated containers will provide a nat- 
ural outlet for our paperboard.” 
Added he, with a quiet note of satis- 
faction: “At one stroke we will get 
the forest-to-finished products inte- 
gration we have been looking for in 
paper.” 


FOOD 


SLOW BUT SURE 


It is no longer enough, says 

Borden’s president, to gear a 

company’s growth to the na- 
tional mating instinct. 


In investors’ eyes, dairy companies 
tend to group under one broad but 
unexciting rubric: outfits that are 
slow but sure. No exception is the 
U.S. No. Two dairy company, the 
Borden Co.* No paragon of fast- 
paced growth, its sales curve has 
trended upward with the nation’s 
population and a bit more. Result: 
even in prosperous 1956, its earnings 
rode only 20% higher than they had 
in 1929 and 1946. But if slow is one 
characteristic, sure is another. Bor- 
den’s stockholders have not missed a 
dividend since 1899. 

Pushing Nature. For Borden’s genial 
president Harold W. Comfort, 69, 
however, this is not enough. That 
was crystal clear last month when he 


*Traded NYSE. Price range (1956-57) : high, 
64; low, 5134. Dividend (1 ) : $2.80. Indicated 
1957 payout: $2.80. Earnings per share (1956) : 

oe a assets: $325.5 million. Ticker sym- 
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TIMBERMAN WEYERHAEUSER: 
profits in paper 


appeared before the New York So- 
ciety of Security Analysts to lay out 
a blueprint for something better. Pro- 
claimed he: “We are not going to tie 
our future to the national mating 
instinct.” 

Borden, said Comfort, has already 
made a good start toward better 
things, has become much more than 
merely a milk company. By last year, 
only 55% of the dairy company’s rec- 
ord $877 million sales came from 
such home-delivered items as milk, 
butter, fresh orange juice and the 
like. One big non-dairy contributor: 
instant coffee. Said Comfort: “Today 
a little over 11% of our sales volume 
comes from non-dairy products. 


ae 


While that may not seem impressive 
as a percentage, it still adds up to al- 
most $100 million—a good-sized busi- 
ness in most anyone’s book.” 

Greener Pastures. In its search for 
greener pastures, Borden has already 
branched out into such widely di- 
verse items as biscuits and cement. 
But its biggest non-food line is chem- 
icals, which last year grossed $39 
million, or 4.4% of the company’s total 
revenues. Comfort looks on his small 
sideline with relish, notes that its 
volume rose 34% last year. 

All this notwithstanding, Borden’s 
net has kept to a narrow rut for the 
past five years, ranging from 2% to 
3% of sales. In this Borden’s presi- 
dent finds small comfort. Thus he is 
imposing a rather severe rule in con- 
sideration of any new product: it 
must produce a 10% profit after taxes. 
Says Comfort: “Anything less is just 
not good enough.” 


AUTOS 


VICTORY FOR 
WHOM? 


W hat happens when minority 
stockholders object to terms 
of a merger? 


Do small stockholders have any way 
out if they object to a proposed mer- 
ger? They can, of course, vote “no” 
to the proposition, but management- 
supported mergers rarely are de- 
feated. Can they do anything else, 


BORDEN’S HAROLD COMFORT & ELSIE’S HEIRESSES 


he wanted lusher pasture 
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FAMILY 


SEMI-ANNUAL HIGHLIGHTS 


OF OUR THIRTIETH YEAR OF SERVICE 


Family Finance Corporation has kept pace with the constant growth 
of the Consumer Finance Industry supplying cash loans to individuals 
and families of the wage and salary groups for almost thirty years. 


In so doing Family Finance deals with the same people upon whom 
all business is either directly or indirectly dependent—the average 


American family. 


The total volume of loans made for the six month period has reached a 
new high and has touched many homes and has contributed to the 
support of many businesses and professions. Family Finance now has 
233 offices serving the average American family in 163 cities in 30 states. 





OPERATIONS 


Total Loans Made 
Number of Loans Made 
Average Loan Made . 
Notes Receivable* . 
Average Loan Balance* 


Operating Revenue 


Taxes on Income . 
Net Earnings. . . 


Shares of Comrnion Stock* 
Earnings Per Share . . 
Dividends Paid Per Share 


*End of period. 





Number of Employees*. . 
Number of Branch Offices* 


EARNINGS AND DIVIDENDS 
Operating Expenses . : ; i : — 


Earnings for Common Stock 


HIGHLIGHT Sx 





6 months 
ended 


Dec. 31, 1956 


. $100,121,448 


251,424 
$398 


. . $11,775,324 


$317 
1,761 
233 


$13,473,940 
6,979,659 
2,240,000 
2,439,697 
2,421,730 
2,064,277 
1.17 

-75 





6 months 
ended 
Dec. 31, 1955 


$87,397,256 
239,334 
$365 
$98,256,378 
$289 

1,630 

203 


$11,991,669 
6,276,139 
2,136,329 
2,243,886 
2,207,148 
1,918,853 
1.15 

-75 





FOR ADDITIONAL INFORMATION WRITE DEPARTMENT S$ 


FAMILY FINANCE CORPORATION 


200 WEST NINTH STREET WILMINGTON 99, DELAWARE 














Thirty-fourth 
Annual Report 


1986 On request we will mail our 1956 Annual Report 


short of selling their stock and swal- 
lowing defeat? 

Three years ago, a group of stock- 
holders holding 124,000 shares, or 
6%, of Hudson Motor Car decided to 
band together in protest after the 
merger with Nash-Kelvinator into 
American Motors had been approved 
by directors and a majority of the 
common stock. Chief among the dis- 
sidents .was Lester Martin, textile 
manufacturer and Wall Street deal- 
ster, who held 36,000 shares. Why, 
the unhappy minority asked, should 
they swap their Hudson shares with 
a book value of $32 for a package of 
American Motors stock with a mar- 
ket value of less than $10 a share and 
a book value of around $20? They 
refused to turn in their shares at the 
official exchange rate of three Hud- 
son for two American Motors. In- 
stead they exercised their legal right 
to hire a lawyer and demand an ap- 
praisal. In effect, they considered the 
merger price too low. They wanted 
cash for their shares, and they felt 
they were entitled to a sum much 
closer to Hudson’s book value than 
the merger terms seemed to justify. 

The dissidents based their case on 
the book value of their Hudson stock. 
The merging managements replied 
that they had based the deal on the 
respective market price of the shares, 
which they considered a more realis- 
tic yardstick. Hudson, fast losing 
ground as an independent auto mak- 
er, was then selling at just under 10 
as against a price of around 15 for 
Nash-Kelvinator. 

After hearing evidence, court-ap- 
pointed appraisers recommended that 
the dissenting shareholders were en- 
titled to a “fair cash value” of $9.81%4 
a share. That was the average mar- 
ket price of Hudson stock on March 
23, 1954, the day before the merger 
was approved. 

In one sense this represented a vic- 
tory for the American Motors man- 
agement, which at the time had con- 
ceded a fair cash value of $9.80. But 
it was also something of a vindication 
for the dissenting stockholders. If 
the court upholds the appraiser’s find- 
ings, they will be better off than Hud- 
son stockholders who accepted the 
management’s deal: last month the 
proportionate amount of American 
Motors stock was worth just $5.17.* 

This was after the 50% spurt in 
American Motors that followed dis- 





to interested employees, members of the financial 
community and investors generally. 
Please address: 


R. A. YODER, Vice-President—Finance 
DETROIT STEEL CORPORATION 
BOX 4308-H, DETROIT 9, MICH. 


closure of Florida empire-builder 
Louis Wolfson’s interest in the com- 
pany. Before that it had been worth 
as little as $3.92. Sometimes, it ap- 
peared, it pays to speak up. Said plain- 
tiff Martin: “I told you so.” 

*Unless, of course, legal costs eat up the 
advantage. The court has yet to decide 


gamed company or plaintiffs must foot the 


Baal O-/ 
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SOUTHERN CALIFORNIA EDISON COMPANY 


Earnings per Common share were $3.39 compared with $3.22 per share on a lesser 
number of shares outstanding at the close of 1955. A milestone in the Company’s 
continued growth was reached late in the year when its total plant account passed 
the $1,000,000,000 figure. The successful promotion of domestic sales under a 
vigorous program adopted in 1955 to persuade domestic customers to live better elec- 
trically was responsible for. an increase in their average annual kilowatt-hour use 
30% higher than the increase registered in either 1954 or 1955. 


We recognize that ours is a continuing responsibility to the dynamic growth of 
the communities we serve. We shall continue to devote ourselves to the attainment 
of even greater objectives and in promoting community well-being and that of our 


customers, employees and investors. 
ot. Qe 


PRESIDENT 


REVENUE & SALES... Gross revenue was $1,014,315,652. Additional generating 
$196,446,248 or 10.5% over 1955. Net capacity amounting to 350,000 kilowatts has 
income increased 14.1% to $33,285,658. been completed. Further capacity totaling 
Kilowatt-hour sales increased 11.1% in 1956. 1,150,000 kilowatts is presently under con- 


FINANCING ... New money aggregating CRE St 'S8 ereee. 

$93,040,960 was obtained during the year GENERATION ... Electric energy transmitted 
from the sale of 1,200,000 shares of Cumu- increased 12.2% to over 13.8 billion kilowatt- 
lative Preferred Stock, $40,000,000 of 35% %, hours. System peak demand was 2,504,000 
First and Refunding Mortgage Bonds and kilowatts, an increase of 9.6% over 1955. 


500,000 sh f C Stock. 

eee ite ae CUSTOMERS... The 83,718 additional meters 
PLANT EXPANSION ... Electric plant invest- connected in 1956 were second only to the 
ment increased $99,122,643 during 1956 to 86,899 added in 1955. 





CONDENSED CONSOLIDATED BALANCE SHEET 
December 31, 1956 


ASSETS LIABILITIES 
ELECTRIC PLANT. . . . . . .$1,014,315,652 STATED CAPITAL AND SURPLUS .$ 438,544,996 
INVESTMENTS AND OTHER ASSETS 9,173,567 LONG TERMDEBT .... . . 405,069,600 
CURRENT ASSETS ..... .; 73,807,062 CURRENT LIABILITIES . .... 69,111,067 
DEFERRED CHARGES .... . 4,179,555 DEPRECIATION RESERVE . . . . 169,039,312 
CAPITAL STOCK EXPENSE. . . . 3,127,729 OTHER RESERVES AND LIABILITIES 22,838,590 


TOTAL ASSETS . . .$1,104,603,565 TOTAL LIABILITIES . .$1,104,603,565 





SOUTHERN CALIFORNIA EDISON COMPANY 


EDISON BUILDING + 601 WEST FIFTH STREET + LOS ANGELES 53, CALIFORNIA 
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Not a New Issue 


Blyth & Co., Inc. 
Lehman Brothers 
White, Weld & Co. 








This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


150,000 Shares 


United States Borax & Chemical 
Corporation 


Common Stock 


$1.00 Par Value 
Price $45 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified 
to act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Goldman, Sachs & Co. 
Merrill Lynch, Pierce, Fenner & Beane 


March 20, 1957 


Kidder, Peabody & Co. 


Wertheim & Co. 


























Bass Fishermen will 





Say I’m Crazy... 
until they try 


my method! 


But, after an honest trial, if you’re 
at all like the other men to whom I’ve 
told my strange plan, you'll guard it with your last bent. 


Don’tjump at conclusions. I’m not a manufacturer of 
any fancy new lure. I have no reels or lines to sell. = ~~ 
a professional man and make a ore living in my 
fession. But my all-absorbing yoy is fishing. 
— by accident, I’ ve discovered how to go to Ramee 
at most fishermen say are fished out and come in 
with a good catch of the biggest bass that you ever 
saw. The savage old bass that got so big, because they 
were “wise” to every ordinary way of fishing. 

This METHOD is NOT spinning, trolling, casting, 
fly fishing, trot line fishing, set line fishing, hand line 
fishing, live bait fishing, jugging, netting, trapping, 
or seining. No live bait or prepared bait is used. You 
can carry all of the equipment you need in one hand. 

The whole method can be learned in twenty minutes 
—twenty minutes of fascinating reading. All the ex- 
tra equipment you need, you can buy locally at a cost 
of less than a dollar. Yet with it, you can come in — 
an hour or two of the test excitement of 
life, with a stringer full. Not one or two miserable rig 
or 14 inch over-sized keepers — but five or six real 
beauties with real poundage behind them. The kind 
that don’t need a word of explanation of the profes- 
sional skill of the man who caught them. Absolutely 
legal, too—in every state. 

This amazing method was developed by a little 
group of professional fishermen. Though they were 

oulien, hay they rarely divulged their method to their 
patrons. age used it only when fishing for their own 
Fables. It is possible that no man on your waters has 
ever seen it, ever heard of it, or ever used it. And 
when you have given it the first trial, you will be as 
closed-mouthed asa man who has suddenly discovered 
a gold mine. Because with this method you can fish with- 
in a hundred feet of the best fishermen in the county 
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and pull in ferocious big ones while they come home 
em pty handed. Nospecial skill is required. The method 
is just as deadly in the hands of a novice as in the 
handsof an old timer. My method will be disclosed only 
to those menin each area who will give me their word 
of honor not to give the method to anyone else. 

Send me your name. Let me tell you how you can 
try out this deadly method of bringing in big bass from 
your local waters. Let me tell you why I let you try 
out my unusual method for the whole fishing season 
without risking a penny of your money. Send your 
name for details of my money-back trial offer. 
There is no charge for this information, now or at any 
other time. Just your name is all I need. But I guar- 
antee that the information I send you will make you 
a ete skeptic—until you decide to try my method! 
And then, your own catches will fill you with disbelief. 
Send your name, today. This will be fun. 


ERIC M. FARE, Libertyville 25, Illinois 
Eric M. Fare, Libertyville 25, Illinois 


Dear Mr. Fare: Send me complete information | 
without any charge and without the slightest ob- | 





ligation. Tell me how I can learn your method of 
Satching big bass from waters many say are 

“fished out,” even when the old timers are report- 
ing “No Luck.” 


Name 





Address 








Zone. 90000.ccasce 





| 
| 
[_ a nf 








INVESTMENT 


ZOLAR SYSTEM 


A New York jurist rules that 
stock gazing is okay if it’s 
written in the stars—but not 
if it’s written in manuals. 





In Manhattan last month, Zolar, who 
bills himself as “The World’s Most 
Popular Astrologer,” suddenly found 
his star in an unexpected descend- 
ancy. Zolar, who also goes by the 
more earthly name of Bruce King, 
was up before Manhattan Supreme 
Court Justice Benedict Dineen for 
forecasting the stock market in his 
Zolar’s Astrology Magazine. 

The court promptly allowed that 
there is nothing wrong with stock 
gazing per se. But where Seer Zolar 
had come a cropper was in basing his 
predictions not on what he saw in 
Saturn and Pluto, but on what he 
read in brokerage bulletins and sta- 
tistical manuals. Faced with this 
edict, the bewildered Zolar protested 
that by using reputable stock market 
surveys he had sought to avoid trou- 
ble, rather than run right into it. 

Strangely, Zolar somehow did well 
with the tools he had to work with, 
both those in print and those in space. 
In February, for example, with “Ven- 
us square Neptune and Mars opposed 
Uranus,” Zolar saw “a gloomy out- 
look” with “oils, motors, utilities and 
pharmaceuticals under pressure.” His 
advice at the time: “At least 50% 
cash reserves should be maintained 
and held until a more definite upward 
trend is indicated next month.” By 
astral conjunction or starry-eyed 
guesswork, Zolar had indeed matched 
many an earthbound analyst in his 
forecasting, bettered even more. 

Nevertheless the court was unim- 
pressed. Its ruling: Zolar (or any- 
one else) is entitled to stock gaze to 
his chart’s content—but only if he 
sticks to the stars. 


SOOTHSAYER: 
a rather doubtful key to the DJI 


Forbes, aprit 1, 1957 





All over the world... 


the cry of a child 
sounds the same! 


@ Who asks the nationality of a hungry child? 
Of a sick one? Of a child that mourns for a mother swept 
away forever by disaster or epidemic? 

Human suffering observes no boundaries. Neither does 
mercy or generosity. That is why, all over the world, 
your Red Cross works closely with similar organizations 
to bring help to those who so desperately need it. 

Perhaps in these activities, where human needs 
transcend political differences, can be seen the beginning 
of a new hope for peace on earth. Today, you can do 
much to foster this developing spirit by joining your 
Red Cross. For when you join, you help the voice of 
humanity to be heard all over the world. In the name 
of mankind, it is a voice that must be heeded. 


when it counts... 
where it counts! 
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With the opening of an office in 
Garden Grove, California early in 
1956, the Beneficial Finance System 
became the first 1,000-office organi- 


zation in the consumer finance field. 


In the Beneficial Finance System’s 
42-year history, 1956 was the best 
year ever .. . in number of families 
served ... in area covered ... in 
number of offices operated . . . and 


in net earnings. 


Beneficial serves principally fami- 
lies by making loans in the small 
amounts they require and on re- 
payment terms especially devised 
for them. In this way, a constructive 
service is rendered to people living 


in thousands of communities. 


Beneficial 


Reports for 1956 
4000t- Office Year 











HIGHLIGHTS 


1956 


1955 





Net Income 


$ 18,685,686 


$ 16,807,373 





Net Income per Common Share 


$1.91 


$1.71 





Cash Dividends paid per 
Common Share 


$1.00 


$1.00 





Amount of Loans Made 


$739,041,925 


$632,491,082 





Number of Loans Made 


1,857,772 


1,783,979 





instalment Notes Receivable 
— at year-end (after deducting 
Unearned Discount ) 


$442,283,634 


$384,902,281 





Number of Offices— at year-end 





1,023 





978 


The information contained herein should be read in conjunction with the 
financial statements and notes appearing in the 1956 Annual Report to 
Stockholders. A Copy OF THE REPORT WILL BE FURNISHED UPON REQUEST. 





«+. @ BENEFICIAL loan is for a beneficial purpose. 


Beneficial Building, Wilmington, Del. 


MORE THAN 1,000 OFFICES IN THE UNITED STATES, CANADA, HAWAII AND ALASKA 
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The FORBES index 





Solid line is computed weekly and monthly, gives equal weight to 


five factors: 
. How much are we produci 





oa eet 
“9? (FR ae 
ng? (BLS 


index) 





. How many people are 
) 


9 em- 


ployment 
. How intensively are we working? (BLS overage weekly hours 


in manufacture) 


. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 


centers) 


Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 
Dot indicates an 8-day estimate based on tentative figures for five 
components, all of which ore subject to later revision.* 





*Final figures for the five components (1947-49) —100) 


Jan. (56) 
144.0 
115.1 
101.8 
118.4 
168.9 


Feb. 
143.0 
115.0 
101.5 
112.8 
177.2 


Mar. 
141.0 
116.8 
101.3 
115.5 
160.1 


Production 
Employment 

_ rs 
Sales... . 

Bank Debits 


April 
143.0 
117.3 
100.8 
116.4 
164.8 


June 
141.0 
118.1 
100.5 
118.3 
161.4 


May July 

136.0 
116.6 
100.3 
121.6 


168.4 


Aug. 


141.0 
118.0 
101.0 
120.4 
177.2 


Oct. 
146.0 
118.6 
102.0 
114.2 
166.6 


Sept. 
142.0 
118.2 
100.8 
121.4 
177.2 


Dec. Jan. 
147.0 146.0 
119.0 119.1 
102.8 100.8 
120.6 117.8 
147.5 161.5 


Nov. 
147.0 
1138.6 
101.8 
118.0 
170.1 





STOCK ANALYSIS 


by HEINZ H. BIEL 


Canadian Uranium Stocks 


Eacu word in the above heading has 
a speculative connotation. Stocks are 
not as “safe” as a savings bank deposit. 
The stockholder takes an ownership 
risk; he can never be entirely certain 
to get his money back, and no one 
assures him of a fixed return on his 
investment. But the stock buyer does 
not expect merely to get his money 
back; he wants a profit. And anyone 
who desires only a safe income of 
3% or 4% should not consider stocks 
in the first place. The investor in 
stocks willingly subordinates security 
to opportunity. There are differences 
of degree, but, basically, stocks 
should be bought for opportunity. 
Canadian securities do not have a 
good reputation here. People think 
mostly of bucket shops in Toronto and 
of wild gambling in penny stocks of 
highly questionable merit. Perhaps 
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the Canadians 
should have an 
agency like the 
Securities and Ex- 
change Commis- 
sion to “police” 
their securities 
business, to pro- 
tect the  unin- 
formed but gullible American in- 
vestor from the exaggerated claims 
and promises by Canadian telephone 
salesmen. But don’t forget that 
scores of Canadian companies such as 
Aluminium Ltd., Canadian Pacific, 
International Nickel or Imperial Oil 
are as sound as any domestic blue 
chip. 

Of course, the SEC provides only 
limited protection and no assurance 
against loss. It only requires full dis- 
closure of facts. But who reads a 


a 


prospectus when an able huckster 
talks of fabulous profit possibilities? 
Uranium stocks got a black eye not so 
much because of the money lost in 
Canadian ventures, but because of 
the sad experience with American 
uranium stocks which were sold to 
the public right under the nose of the 
SEC. 

It is always a matter of caveat 
emptor—let the buyer beware! 

This introduction to the subject of 
Canadian uranium stocks seems 
necessary because Forses_ readers 
may know me as a conservative in- 
vestment advisor rather than a tip- 
ster of speculative stocks. 

I am convinced that a number of 
Canadian uranium stocks can be rec- 
ommended to serious investors as 
legitimate speculations without ex- 
cessive risks. It is my impression that 
American investors are not yet fully 
aware of the imminence of the atomic 
age.. They just dabble in this field 
and are prone to become overly 
enthusiastic about a company engaged 
in some phase of nuclear develop- 
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ment. But because this country is 
blessed with an abundance of cheap 
energy sources—oil, coal, natural gas 
and water power—the pressure for the 
rapid development of atomic energy 
for non-military purposes is far less 
urgent than in other parts of the 
-world, especially Europe which is 





coal. 


Time for a Careful Look 
at Television and Electrical 
Equipment Stocks 


Haro sledding has been the lot of one group of companies that sells such things 
as television, radios and refrigerators to the public. Overproduction and a “soft” 
price structure have hurt sales and earnings. Stock prices are way down as the 
current outlook continues cloudy. However, better weather is ahead for some of 
these manufacturers and the current issue of the Value Line Survey points to a 
period when a buying juncture could develop. 

A second group of companies in the electrical equipment industry sells such 
capital goods as generating equipment, controls and transmission systems to the 
electrical utilities and others. For them business has been good. The stocks of 
these companies have largely held their own bolstered by further gains in sales 
and earnings estimated for 1957. 

For investors in electrical equipment stocks, the current edition of the Survey 
is of special interest. It includes an analysis of the industry as well as advance 
1957 estimates of the earnings and dividends for each of the 25 leading stocks. 
This 64-page issue also reports on the business prospects for each company, shows 
the normal value for each stock this year and indicates price expectancies 3 to 5 
years hence in a plausibly hypothesized economic environment. A copy will be 
sent to you without extra charge under the special offer below. 


i A SPECIAL $5 INTRODUCTORY OFFER* 


You are invited to receive at no extra charge under this special offer, the current 
64-page issue of the Value Line Survey with its special report on the Electrical 
Equipment Industry and full-page Ratings & Reports on the leading Electrical 
Equipment, Brewing and Distilling stocks. Included are advance estimates of earnings 
and dividends in 1957 and the period 1959-61. The current issue analyzes 43 stocks 





including: 

General Electric Radio Corp. of America Philco Westinghouse Elec. 
int'l. Telephone Columbia Broadcasting Admiral Corning Glass 
McGraw Edison Sylvania Electric Zenith Bigelow-Sanford 
DuMont Labs. Minneapolis-Honeywell Square D Congoleum-Nairn 
Daystrom Distillers-Seagram Magnavox Anheuser-Busch 
Schenley National Distillers Simmons and 20 others 


You will also receive, under this offer, the next four weekly editions of the Value 
Line Survey, with full-page Ratings & Reports on over 200 major stocks. In addition, 
your introductory subscription will include a new — Situation recommendation, 
a a eee Account Report, two Fortnightly mmentaries and four Weekly 
Supplements. (Annua! Subscription $120) *New subscribers only 
To take advantage of this special offer, fill in and return the coupon below. 


<< ee ew ee ee ee ee ee ee ee ee ee 


Send $5 to Dept. FB-82 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
Value Line Survey Building, 
5 East 44th St., N. Y. 17, N. Y. 


dependent on the import of oil and 





Uranium is at present the most 
practical source, at comparatively low 
cost, of nuclear energy. Other ele- 
ments besides uranium may prove 
commercially practicable some time 
in the future. This is a potential risk 
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that cannot be evaluated now, but it 
is not believed to be a present risk. 

Uranium deposits of commercial 
grades have been found in this coun- 
try, primarily on the Colorado 
Plateau; in Africa (Transvaal, the 
Orange Free State and the Belgian 
Congo); in Australia; and last but 
not least Canada which now appears 
to have the largest known uranium 
reserves in the free world. 

Most American investors are some- 
what “provincial” as investors and 
shy away from foreign securities. 
However, it is just about impossible to 
buy a “good” domestic uranium stock 
that is not considerably diluted by 
other activities. This applies to Ana- 
conda, Kerr-McGee, Homestake, At- 
las Corp., Vanadium Corp. and Climax 
Molybdenum, all of which have a 
stake in uranium, but also are en- 
gaged in other fields of relatively 
greater importance. If you want to 
make investments in uranium mining 
without dilution the best bet, by far, 
are the major Canadian companies. 

With reasonably adequate informa- 
tion now becoming available it can be 
stated that the investment risk actu- 
ally is far less than is generally sup- 
posed. First of all we now have certain 
estimates as to ore reserves and the 
ore content. Second, we have in- 
creasingly accurate projections as to 
the cost of mining and milling. Finally, 
we know that an agency of the Cana- 
dian Government, the Eldorado Min- 
ing & Refining Ltd., has made 
contracts aggregating close to $1.5 
billion with a number of Canadian 
companies producing uranium ore for 
the purchase of uranium concentrates. 
This not only puts the uranium min- 
ing industry into the category of 
big business, but also minimizes the 
business risk. 

My first choice as a speculative in- 
vestment in Canadian uranium mining 
is Consolidated Denison Mining Ltd. 
which is understood to have the 
largest single or: body in the Rlind 
River area, north of Lake Ontario in 
the Province of Ontario. Ore reserves 
are estimated at 137 million-tons with 
an average grade of 2.78 lbs. of 
uranium oxide per ton. 

Consolidated Denison’s contract 
with Eldorado calls for the delivery 
of uranium concentrates in the 
amount of over $200 million between 
May 1, 1957 and March 31, 1963. Its 
6,000-tons-a-day mill should be com- 
pleted this month, but full operations 
at that rate will probably not be 
reached until early 1958. With mining 
and milling costs estimated at $7.50 a 
ton, the company should realize an 
operating profit of over $20 a ton, or 
around $45 million a year—tax free 
for at least three years. 

Space limitations don’t permit the 
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details, but calculations indicate that 
Consolidated Denison during the life 
of its Eldorado contract (which may 
be completed by the end of 1960) will 
have generated sufficient cash, in- 
cluding proceeds from exercise of 
outstanding warrants, to pay off its 
debt of $37 million and allow for 
about $23 for each of the 5,210,000 
shares to be outstanding. As the stock 
is now selling near 23, the projections 
indicate that the Eldorado contract 
will permit the company to retire its 
debt and earn its present market 
valuation. 

How much the company can earn 
after completion of the contract is 
purely conjectural. No one dares to 
venture a guess as to the free market 
price of uranium oxide (if there will 
ever be a free market) in the 1960s. 
It may be more or less than the con- 
tract price, but it is hardly conceivable 
that it would not be high enough to 
permit a liberal profit for an efficient 
producer as Consolidated Denison is 
expected to prove itself to be. The 
company’s estimated ore reserves 
would last some 60 years at a 6,000- 
tons-day milling rate. 

Consolidated Denison stock is listed 
in Canada only. If it should be intro- 
duced to the American Stock Ex- 
change, as is expected later this year, 
it might enjoy the same popularity as 
Northspan Uranium Mines which at 
its present price of 9% seems rela- 
tively less attractive. Northspan 
holds the largest contracts with Eldo- 
rado, amounting to over $242 million. 

Another major contract holder 
($207 million) deserving as high a 
rating as Consolidated Denison is 
Algom Uranium, selling around 22 in 
Toronto. Algom has two major ura- 
nium ore deposits in the Blind River 
area, one at Quirke Lake (adjacent to 
Consolidated Denison) and the other 
at Elliot Lake, each to be served by a 
3,000-tons-a-day mill. Cost and earn- 
ings projections are similar, although 
perhaps not quite as favorable, as for 
Consolidated Denison. 

Decidedly more speculative, but 
because of its low market price (5) 
perhaps more appealing to some in- 
vestors, is Stanleigh Uranium Mining 
Corp. The company is also located in 
the Blind River area and holds Eldo- 
rado contracts for over $90 million. It 
is believed that Stanleigh may prove 
to have relatively the largest reserves 
among the medium-size companies in 
this area. Stanleigh’s mill, with a 
capacity of 3,000 to 3,300-tons-a-day, 
should be completed by the end of 
this year, 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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INVESTORS RESEARCH GAINS 
- ie 96 IN 3 MONTHS . 


_.. 4S Stock Averages Fall 


YOU GET THIS 10 POINT 
SERVICE FOR 5 FULL 
WEEKS . . . 70% OFF 
REGULAR PRICE 


1. Weekly Market Analysis Re- 

These concise bul- 

letins pinpoint market 

trends, action, recom- 

mend specific profit- 
makers. 

. Primary Trend iIndex—Ex- 
clusive, copyrighted fea- 
ture designed to measure 
the underlying trend of 
the stock market. 

. Weekly Stock Analysis Re- 
ports—Tells which stocks 
are being bought, which 
sold. Compares each 
stock’s performance to 
market as a whole, also 
gives long and short term 
ratings. 

. Projected Value R 
Pinpoints suggested buy- 
ing, selling prices, gives 
12-24 mo. potential value 
ratings of 475 stocks, 

more than 70% of volume traded on N. Y. 
Stock Exchange. 

Model Accounts—Weekly selections for both 
Model Investment and Model Speculative 
Accounts, reported in plenty of time for you 
to act. Amazing gains in these two illustrated 

accounts has been over 86% since 1/1/54. 

Industry Group Ancolysis—Spotlights for you, 

periodically, rising and sliding industries, 
targets those into which capital is flowing. 
hensive Supplements—Arrive whenever 





unusually complete and thorough explana- 


tion of some investment area (short selling 
“against the box,” for example) contains 
profit opportunities you should know about. 
Special Bulletins—Stocks currently on the bar- 
gain counter when realistic appraisal indi- 
cates they are due for recognition and price 
rise. 

The Moves The insiders Actually Make—Re- 
ports significant monthly transactions of 
officers, directors, large stockholders. 

Do You Need Investment Manacement?—Free 
booklet explains how Investors Re- 
search has helped professional inves- 
tors, scored sizeable capital increases 

for clients. 


PLUS 

THESE TWO 
TIMELY 

16 PAGE 
BOOKLETS AND 

3 BONUS REPORTS 


FREE!!! 


Gentlemen: Please enter my 5 week trial sub- 
acription to Investors Research. Rush me the 
Point Service PLUS the 56 Piece FREE BONUS 
PACKAGE immediately. Enclosed is my check 
in the amount of only $3.00 


This astonishing $2,876.56 gain 
was actually achieved in the In- 
vestors Research Model Invest- 
ment Account for the quarter 
mg February 28. In the same 
period, while the Dow-Jones in- 
dustrial averages were falling more 
than 30 points, the Model Specu- 
lative Account recorded a $2,193.82 
rise. Transactions in both accounts, 
illustrated continuously for sub- 
scribers, are based upon Investors 
Research Com Toy Copy- 
righted PRIMARY TRE D INDEX 
(reg. Library of Congress) that 
gauges powerful, as 
trends in the stoc et. Now 
to introduce new readers to the 
advantages of this service, In- 
vestors Research makes this MA- 
JOR SPECIAL OFFER!! Accept, 
for 5 full weeks, the entire 10 
Point Service PLUS the large, 5- 
Part BONUS PACKAGE described 
below, all for only $3—70% under 
the cost of the service alone. YOU 
RISK NOTHING. If you are not 
completely convinced, during the 
next few weeks, of the value of 
the numerous features you get in 
this widely known advisory serv- 
ice, return material and your $3 
will be refunded promptly. 


IN ADDITION, WHILE 
THEY LAST!!! You will get 
this valuable 5-Part Pack- 
age FREE. 


1. INVESTING TODAY—And 
Through 1960!! Analyzes behind 
the scenes forces molding stock 
market price trends and describes 
how you can profit from applying 
=e. successful forecasting 
method 

° PROFITS— THROUGH RE- 
SEARCH—Reveals how you can 
— from Primary Trend. How 

rice averages’ can mislead 

. COSTLY MISTAKES IN COM- 
MON STOCK SELECTION—How 
to protect yourself from costly 
errors, with actual techniques 
that work. 

. DYNAMIC FORECAST AND 
OUTLOOK FOR ALL OF 1957— 
Gives fresh rea- 
sons for select 
ing and rejecting 

certain nvest- 

ments in 1957 
° 12 BESTSTOC KS 

FOR 1957—Re- 
searched selec- 
tions particular- 
ly suited to cur- 

rent market 


INVESTORS 
RESEARCH 

Company bept. F-28 

922 Laguna Street, 
Santa Barbara, Calif. 


- 
> 


| RD vet 


Zone... State 


GUARANTEE: If, during the next 5 weeks, I am | 
not completely satisfied I will return the material 
supplied by you and receive a 100% refund. | 
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Offers Investors and Speculators 
Great Profit-Making Opportunities! 


Subscribe to 
“Stock Market News and Comment” 
One of Canada’s leading 
8tock ‘Market Advisory Services 
(Established in 1936) 
Fill in Coupon below for Introductory 
0 issue Trial Service—$5.00 


Stock M.rket News & Comment Ltd 

Securities Advisor 

80 Richmond St. W.. Toronto, Canada Ne. A 
1 accept your Introductory 10 issue Trial Offer 
of “Stock Market News and Comment” and 
enclose herewith $5.00 in full payment of same. 


Name 





(Please Print Plainly) 
Address 




















Opportunities in WARRANTS 


if you are interested in making each $1 do the 
‘Son @ of $100 or $1,000 ina ee, 
then you should be interested common 
stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely invested 
in warrants during a bull market may 
bring capital appreciation as much as 
1 or more over the same dollar 
invested in common stocks? 

How do some warrants make sensational 
gains: $100 investments in some cases 
appreciating to as much as $50,000 in a 
few years? 

@ How do 4 avoid the equally great 
losses w' may follow unintelligent 
speculation > warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they be 
bought and sold? 

For the answer to all these guetene, yes 

on net miss the ae —— 

Find "THE 


srecu li-length study of 

CULATIVE MERITS vor COMMON STOCK 
Sidney Fried. For your 

= a vais book detailing the full story of 

warrants, and a current list of 123 warrants 

you should know about, send $2.00 to 

R. H. M. Associates, 

220 Fifth Avenue, New 

York 1, N. Y¥. or send for 

free descriptive folder. 











AREA RESOURCES BOOK — 


opportunity 
to industry. 


Write for 
FREE 
COPY 


UTAH POWER 
& LIGHT CO. 


Serving in Utah - Idaho 
Colorado - Wyoming 





Industry Groups and 
Their Favored Stocks (con’t) 


Tue following discussion concludes 
the industry analysis presented in the 
previous issue. 

LeaTHeR & SHoes. No recommenda- 
tions. 

Liquors. Schenley is cheap on a 
financial basis, selling considerably 
under its net working capital per 
share. National Distillers has at- 
tracted interest because of its entry 
into the chemical business. One of 
its subsidiaries is producing zirconium 
sponge. This metal is believed to have 
a great future in connection with 
atomic reactors, as well as in the 
fields of chemicals and petroleum. The 
stock looks like an attractive specu- 
lation. 

MACHINERY AND MAcHINE TOOLS. 
By its big advance National Supply 
has certainly justified my frequent 
recommendation. Indeed, the new 
stock resulting from a 2-for-1 split has 
been placed on a $2.40 annual divi- 
dend basis which offers a yield of 
5.3% on the recent price of 45. At 
present, my favorite is National Acme. 
Capitalization is small, 500,000 shares; 
financial condition is very strong; 
earnings for last year are estimated 
at around $9, with perhaps an in- 
crease likely this year. 

I continue to like Combustion Engi- 
neering and Babcock & Wilcox, two 
of the leaders in the atomic energy 
field. Manufacturers of road-build- 
ing machinery will be busy for a long 
time, but the stocks, such as Cater- 
pillar Tractor and Bucyrus-Erie, have 
advanced so much that I would only 
buy them on sharp setbacks. Inci- 
dentally, Atlas Powder, because of its 
production of explosives, extensively 
used in road-building, should con- 
tinue to do well. This stock may be 
split. 

Food Machinery also has merit. 
Worthington manufactures a diversi- 
fied range of heavy machinery, such 
as pumps, air conditioning and refrig- 
eration equipment. Average annual 
earnings for the last nine years have 
been $5.39 per share. Sales have gone 
up steadily, and this year a gross of 
around $200 million is expected with 
earnings of around $7 per share. 

MERCHANDISING. Some of _ these 
stocks are attractive, such as Sears, 
Roebuck; Federated Dept. Stores, and 
Montgomery Ward. City Stores is a 
good low-priced stock yielding more 
than 7%. About 79% of this stock is 
owned by the Bankers Securities 
Corp., which continually adds to its 


INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Gi 


; 
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holding. All the 
company stores do 
reasonably well, 
except one. It is 
conceivable that 
this laggard might 
be _ discontinued, 
and the property rented or sold. 

Mintnc. American Smelting and 
Refining is one of the most attractive 
in this group. The company owns 
large amounts of stock in General 
Cable, Revere Copper & Brass, Cerro 
de Pasco, Kennecott, and other firms. 
In spite of its advance, International 
Nickel still looks attractive. This 
metal will likely continue in great de- 
mand. Kennecott has diversified its 
interests, adding aluminum and ti- 
tanium, and is still a worthwhile 
holding. 

Movies. From the standpoint of 
underlying values, particularly real 
estate, Loew’s is attractive. 

Natura. Gas. Stocks in this group 
have a good long-term outlook. 
Among them are American Natural 
Gas, United Gas, and South Jersey 
Gas. 

Orrice Equipment. At present 
prices, I think Burroughs is the best 
in the field. 

Oms. The decline in the so-called 
“international oils” probably ran its 
course last year. In the western hemi- 
sphere group, attractive stocks are 
Atlantic Refining, Pure Oil, Ohio Oil, 
Sun Oil, Union Oil and Sinclair Oil, 
the latter yielding 5%. 

Paper. I previously expressed the 
opinion that the advance in this group 
was overdone. Since then, Interna- 
tional Paper, the leader in the group, 
declined from 145 to 98. I think this 
stock is a good purchase in the 90s. 
Federal Paper Board at its present 
price, 33, is also a good buy. On its 
$2 dividend, the yield is 6%. St. Regis 
has merit. 

Rartroaps. My favorite continues 
to be Northern Pacific because of the 
value of its holdings of Burlington 
stock plus the oil, timber and coal 
lands of the Spokane, Portland & 
Seattle Ry.; Southern Pacific, whose 
$3 dividend is earned almost twice 
over, and which is also a large land 
owner; Pittsburgh & Lake Erie, con- 
trolled by New York Central which 
might make an offer to buy the mi- 
nority stock; Texas & Pacific, con- 
trolled by Missouri Pacific, where 
there is also the possibility of an offer 

(CONTINUED ON PAGE 72) 
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A company of people...a record of progress 


Our greater effort in 1956 brought stepped-up exploration 
at home and abroad . . . new records in production, trans- 
portation, and refined product sales ... and continued 
sharing of this progress with employees, shareholders, cus- 
tomers and the public. 


FINANCIAL 1956 1955 

Dn s . «tay ey Ss $41,216,000 $41,255,000 
Netincome perShore . . .... . $3.14 $3.14 
Dividends per Shore . ..... =. $1.60 $1.55 
Capital Expenditures . . ..... $52,440,000 $39,049,000 
Exploration Expense . . .... .» $24,544,000 $21,982,000 


OPERATING 
Net Crude Oil and Notural Gas Liquids 

Produced — Barrels per Day . . . . 108,355 105,111 
Natural Gas Produced and Sold 

— Thousand Cubic Feet per Day. . . 282,284 255,513 
Crude Oil Transported 

—Million Barrel-Miles . . . .. . 25,837 23,150 
Refined Products Transported 

—Million Barrel-Miles . . . . . 1,485 1,225 
Crude Oil Refined — Barrels per Day . . 42,421 42,421 
Refined Products Sold — Barrels per Day . 41,112 40,817 


For a copy of our complete 1956 Annual Report, write the Secretary, 


THE OHIO OIL COMPANY 


Findlay, Ohio 


Producers « Transporters « Refiners «+ Marketers of Marathon Petroleum Products 
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If You Failed 
to SELL 


the last time— 


... better 
read 


this! ... 


Five times in the past ten months the Drew 
“Odd Lot” Indexes have indicated beforehand 
a change in the market's trend. 
"56 they dramatically pointed to an “oversold” 
condition in. the market (and a “selling climax”). 
In early August they indicated serious internal 
weakness in the market’s structure and an in- 
termediate down-trend. On November 29 they 
abruptly shifted course on the bottom day of 
that decline. In mid-January '57 they indicated 
a down-trend. On Feb. 12 revealed an over- 
sold condition and pointed upward. 


Our late Studies of “odd lot” transactions 
suggest that another change may be near. 


We must confess that, much as these identi- 
fications seem rewarding for the “blood, sweat, 
toil and tears” oy into them, we cannot be- 
lieve they are always going to be infallible. We 
are actually scared every time they tell their 
story but we have no choice than to proceed 
on the record which apparently remains intact 
—that the Indexes have yet to provide a major 
indication that could have safely been ignored. 


The record since the Studies were first made 
public in 1948 seems clearly to establish that 


we will have better stock market results heeding | 


what the Studies show us than ignoring their 
warnings—whether on a selling climax indicat- 
ing the cleaning-up of liquidation or when the 
top-heavy structure is about to collapse. 


The Indexes should provide useful 
(perhaps sharp) warnings to identify 
the top area prior to the next important 
decline. In this regard—our latest 
Studies do suggest that the next 30-60 
days should prove significant. 


You may receive the Reports for such 
period at one-half their regular cost to 
determine their usefulness. If at the end 
of the trial you feel they have not con- 
tributed, we will refund payment. 


The 3 latest Drew Reports will be in- 
cluded without charge. They pull no 
punches about the immediate situation, 
near term and long range prospects. 


Send your 3 latest reports air mail, ' 
j and Drew Studies for period indicated. | 


[] 4 weeks-$5 0 9 weeks-se ! 
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INCORPORATED 
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MARKET COMMENT 


A “Groping Period” in the Stock Market 


One of the large investment services 
recently called this a “groping” stock 
market.The dictionary defines “grope” 
as “to search out by feeling, as in the 
dark; to feel one’s way.” 

Since about February 18th (only 
four days after the February 12th 
low), the DJ Industrials have made 
little progress getting above the in- 
traday high of 471.58 on that day. 
Indeed the best intraday high up to 
the time this is written has been 
477.58. In other words, most stocks 
have been “doing nothing”; only the 
exceptional issues have been advanc- 
ing or declining, and there have been 
relatively few exceptional issues. 

It is difficult just now to define 
either “supply” areas or “demand” 
areas too closely. The writer suspects 
that there is quite an overhead sup- 
ply between 475 and 490 in the Dow, 
and a demand area around 450-460. 
It must be kept in mind, however, 
that the market is terribly “thin” both 
ways. Relatively small amounts of 
concentrated buying or concentrated 
selling (even in “big” stocks) has an 
amazing price influence. 

An obvious but little appreciated 
general factor is the larger supply of 
new stock issues, new equity financ- 
ing. A great deal of the “new money” 
is being used to buy previously non- 
existing or previously closely held 
stocks rather than to buy shares 
previously outstanding. It should be 
recognized that these new issues have 
been well absorbed, and that corpo- 
rate management and_ investment 
bankers expect to succeed in selling 
other new issues. To cite a few: 
Aluminum Co. (secondary), Anacon- 
da, Southern Co., Central & South 
West, General Public Utilities, Owens- 
Corning Fiberglas, American Laundry 
Machinery and Manning, Maxwell & 
Moore, already completed; Interna- 
tional Business Machines (very large 
issue), Reynolds Metals and U.S. Foil 
yet to come. A higher percentage of 
new financing is being done 
through equities or through deben- 
tures and preferreds convertible into 
equities. The result is that the “sup- 
ply of shares” is increasing through 
new creation. Money spent to buy 
new issues is not invested in old ones. 

As for broad business trends, it 
seems accurate to say that business is 
not getting any better—but that it is 
not getting much worse. The general 
direction of incoming orders is toward 
a somewhat lower volume; but back- 


by L. O. HOOPER 


logs are good and 
most backlogs are 
not declining dan- 
gerously. Busi- 
nessmen are 
somewhat less 
confident, but they 
certainly are not greatly worried. 
There are fewer complaints about 
inability to borrow “as much as 
wanted. Competition is sharper; yet 
there is much more emphasis on cost 
control. Business is not as vigorous as 
it was a year ago; still it is not “bad.” 
If you talk to many corporate ex- 
ecutives about the 1957 earnings out- 
look, you find a consensus of opinion 
that earnings and sales will be “about 
as good” as in 1956, or “a little better” 
or “a little lower.” You don’t find 
many who are willing to predict “a 
big increase” in sales and earnings. 
There is less “boom philosophy” but 
almost no dire discouragement. 
What does all this mean so far as 
the stock market is concerned? The 
logic of it, it seems to me, suggests a 
somewhat flat and unexciting price 
trend over the near term while in- 
vestors grope for more emphatic 
trends. It means that the companies 
which increase their earnings sharp- 
ly will stand out this year as shining 
exceptions—and perhaps receive 
much favorable market attention. It 
may mean, also, that this thin, grop- 
ing and well-supplied market could 
be vulnerable to unfavorable news. 
Food Fair Stores (39) is down 
sharply from the bull market high of 
62. Earnings for the fiscal year to end 
with April will be only a little better 
at best than profits for fiscal 1956— 
probably about $2.60 a share. Sales will 
be up about 16%, but expenses in- 
cident to opening about 43 new stores 
during the fiscal year will prevent any 
important earnings increase benefits. 
Next year should be another story, 
with the benefits of this year’s expan- 
sion more apparent. By the end of 
April, Food Fair will be operating 
close to 290 supermarkets in ten 
states, all of them “big” ones. The 
stock is selling at only about 15 times 
earnings, a very reasonable ratio for 
the shares of a great “growth” com- 
pany like this. At the peak, the stock 
was at 25 times earnings. I think Food 
Fair is in a buying area, and would 
accumulate some. 
It looks as if Chrysler (76) is sure 
to earn more in the first quarter than 
in all 1956 when net was $2.26 a share. 
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Indeed, from hints that have been 
dropped, one might assume profits of 
close to $4 a share (rather than the $3 
previously mentioned in this column) 
for the three months ended with 
March. With less than 9 million shares 
issued vs. about 54 million for Ford 
and almost 280 million for General 
_ Motors, Chrysler stock possesses tre- 
mendous leverage. 

This year the company’s cars are 
going over well, and some economies 
have been made in production costs. 
Costs, especially labor costs, however, 
still are much higher than those of 
the competition. Chrysler has im- 
proved its operation, but much more 
improvement is necessary before the 
stock is well “accepted” in investment 
quarters. The issue at present, there- 
fore, is “speculative,” even though it 
could be speculative in a most de- 
sirable way if everything works out 
well and labor continues to cooperate 
and accelerates its cooperation. I think 
the stock is intriguing, either as a 
short pull or as a long pull specula- 
tion. Probably a great deal depends 
on how cars sell after Easter. 

A long time ago, I talked about 
Outboard Marine and Black & Decker 
as “leisure time” stocks. Both of them 
have been outstanding, and both have 
sold at new highs, in an indifferent 
market, since the first of 1957. Con- 
tinue to hold them. Black & Decker’s 
net for the first half of the fiscal year 
to end in September will be well 
above the $2.44 a share earned in the 
first half of fiscal 1956. The big boost 
in sales and earnings comes from the 
“do-it-yourself” and the hobby boom. 


It is being estimated that Schering 
(60) may earn as much as $7 a share 
this year vs. $6.04 in 1956. The threat- 
ened competition for the highly 
profitable meti-drugs has not devel- 
oped, and the company has a prom- 
ising new tranquilizer with which 
druggists are just being stocked ... 
The sales and earnings of Federal 
Pacific Electric (20) are up sharply. 
This company’s performance is likely 
to stand out in 1957... 

There is some confident speculative 
buying in highly-leveraged Missouri 
Pacific Class A (42) on the theory 
that the stock will be on a $4 dividend 
basis within a year. There are indica- 
tions that this road may be about to 
put its best food forward . . . Have 
talked with a number of steel com- 
pany managements recently and can 
find no pessimism about 1957 results, 
although I get the impression that 
any per share earnings gains over 
1956 will be quite limited. All admit 
that steel operations in the second and 
third quarters will be down, but few, 
if any, expect the rate to go as low 

(CONTINUED ON PAGE 75) 


FORBES, APRIL 1, 1957 





Income: 
From transportation of freight, 
passengers, mail, express, etc 
Total income 
Expenditures: 


Payrolls, supplies, services, toxes 
Interest, rents and services 
Total Expenditures 


Net Income: 


For improvements, sinking funds 
and other purposes 


charges have been reduced $11,917,942. 





THE BALTIMORE AND OHIO RAILROAD COMPANY 
130th Annual Report—Year 1956 


From other sources—interest, dividends, rents, etc... 


The full annual dividend of $4.00 per share on the preferred stock was paid quarterly 
during 1956, and improved earnings justified an increase in the dividend on the common 
stock to $2.50 per share, which was paid December 27, 1956. 

Interest on long-term debt decreased $2,029,097, compared with 1955, reflecting the 
saving realized in 1956 from the 1955 refinancing. Since August 15, 1938, there has been 
a net reduction in long-term debt of $193,054,394. In the same period annual interest 


In 1956 the company added more than 2,000 new freight train cars to its fleet, and 
accelerated its car repair program. At the end of the year only 3.7% of cars owned were 
unserviceable, compared with 6.6% at the beginning of the year. Additional freight cars 
on order and continuation of the repair program should provide an adequate car supply 
in 1957. At the end of 1956 Diesel power was handling 86% of the company’s freight 
traffic, 99% of its passenger traffic, and 83% of its yard switching. 


Comparison 
With 1955 
(+-) Increase 
(—) Decrease 


Yeor 
1956 


+-$33,423,279 
7,746,340  — 440,574 
$473,231,036  -+-$32,982,705 











+-$28,894,811 
36473815 — 2,031,585 
+-$26,863,226 











$ 30,038,261 +$ 6,119,479 
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HOW TO MAKE 
SHREWD SPECULATIONS 


in stocks under $5 


Now you can get revealing reports giving 
analysis and opinion on investment bar- 
gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
Prospects, yet are overlooked by the aver- 
age investor. ... We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport, Conn., writes “IJ now take 4 


other services, but yours is one of the best I 
have seen for the small investor.” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 
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BLAW-KNOX. Long known as the department store of heavy industry, 
for years Blaw-Knox was a Jack cf all trades and master of none, 
but in five years Cord Snyder has changed all that. 
Forses, 70 Fifth Avenue, New York 11, N. Y. 
Please send me Forses for the period checked: 
0 2 Years $9 
0 Enclosed is remittance of $... 


PGS. ccc vixdeonbet 
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Pan American and Foreign $4 a year additional. 
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STERLING 
INVEST MEN] 
FiND 


A balanced fund representing a 
managed investment in a diver- 
sified list of bonds, preferred 
stocks and common stocks 
selected for their possibility of 
(1) conservation of capital, (2) 
current income and (3) in some 
cases appreciation in value. 
Mail this advertisement for 
detailed, free information. 


Address 
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200 So. Tryon St., Charlotte 2, N. C. 
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Now! A FREE copy of 
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“THE FUTURE OF 
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en. 


Your guide to gold, inflation, cur- 
rency. The historical record of By- 
zantium. The 150 years from the 
Revolution. The economic essence of 
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The historical base that may deter- 
mine the future of currency. 


FREE 
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for your free copy NOW!! Request 
Release FG1. 
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THE MARKET OUTLOOK 


by EARLE RODNEY* 


Acrophobia 


PresuMaBLy, the time has been 
reached when the debate as to 
whether or not the market has termi- 
nated its upward phase is no longer 
profitable, even as an exercise in men- 
tal gymnastics. What may be profita- 
ble is an attempt to determine what 
factors were responsible for its termi- 
nation, how long the contra-move- 
ment may last and what will be the 
characteristics of that contra-move- 
ment. It is the writer’s belief that the 
end of the bull movement was dic- 
tated by two factors—time and money 


| —and any Runyonesque character 


will agree that when you run out of 
time and money you should be con- 
cerned “more than somewhat.” So far 
as the time element is concerned, by 
1956 the market had consumed the 
normal or historical time element for 
a bull move. The advance consumed 
the years of 1954, 1955 and 1956, ap- 
proximating a similar time consuming 
period by the 1949 to 1951 market and 
the 1944 to 1946 market. 

Moneywise or creditwise, in the 
3-year period ended in 1956 the econ- 
omy just about completed the process 
of transferring liquid assets into fixed 
assets, and during the process supple- 
mented the normal spending of the 
economy’s earnings. During that pe- 
riod the liquidity ratios of U.S. cor- 
porations declined from approximate- 
ly 55% to 46%. Similarly, liquidity 


ratios of the commercial banks de- 
clined from approximately 61% to 
53%, and of individuals from around 
57% to 44%. Indeed, the ratio of 
money supply to the economy’s need 
for money had declined to the lowest 
levels since the early 1930s. The con- 
junction of these two factors in 1956 
seems to be ample to account for the 
pause which has been encountered 
and for the readjustment about to take 
place. During the period of adjust- 
ment the liquidity ratios will be cor- 
rected, as will the time factor, and 
the stage set for another phase of ad- 
vance. 

From a time standpoint, if approxi- 
mately three years are consumed in 
the advance, then the correction calls 
for approximately a year and one 
half to two years to straighten out 
the time element. At least these are 
the approximations in the so-called 
modern markets, by which is meant 
those markets which have developed 
and have been influenced by the de- 
valuation of the currency in the early 
days of Franklin D. Roosevelt’s first 
administration. Another characteris- 
tic is that the retracement movements 
have tended to consume their given 
time element on a relatively high 
plateau during which time the word 

(CONTINUED ON PAGE 73) 
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PULLMAN INCORPORATED REPORTS 


Increased Revenues and Profits 


for 1956 


Highlights 
from the 1956 Annual Report 


Consolidated revenues for Pullman Incorpo- 
rated and its subsidiaries for the year ended 
December 31, 1956 were $368,130,172 compared 
with $333, 905,337 for 1955. Income before taxes 
was $23,998,545, compared with $19,834,912 a 
year ago. Consolidated net income after taxes 
was $12,651,545 against $9,578,912 in 1955. Net 
earnings per share were $5.71 in 1956, compared 
with $4.34 in 1955. 


Included in the above 1956 revenue figure is 
$1,327,041 of non-recurring income resulting 
from the sale of the 79-year-old Pullman-Stand- 
ard Building in Chicago. 


Dividends of $4.00 per share were declared dur- 
ing 1956, including the extra dividend of $1.00 
per share paid to stockholders January 7, 1957. 


The year 1956 marks the ninetieth consecutive 
year in which quarterly cash distributions have 
been made by Pullman Incorporated and its 
predecessor companies. 


During 1956 each of the three operating sub- 
sidiaries — Pullman-Standard Car Manufactur- 
ing Company, The M. W. Kellogg Company and 
Trailmobile Inc. — contributed to consolidated 
earnings. 











PULLMAN-STANDARD CAR MAN- 





UFACTURING COMPANY opera- 
tions in 1956 were highlighted by a substantial 
increase in freight car deliveries over the pre- 
vious year with a resulting satisfactory profit 
level. A total of 16,223 cars were delivered to 
customer railroads during the year. In addition, 
progress was made in the company’s plant im- 
provement and modernization program. 


Pullman-Standard looks forward to 1957 as 


a good year. As of January 1 it had a backlog 
of 20,651 freight cars on its order books, some 








of which are scheduled for delivery in 1958. 
Although billings for THE M. W. 








KELLOGG COMPANY in 1956 





showed a moderate decline from the preceding 
year, the total value of new contracts received 
during 1956 was the highest it has been for 
several years — resulting in a backlog of un- 
filled orders as of January 1, 1957 some 75% 
above that of the corresponding date in 1956. 
Indications are that business booked during 
1957 will closely approximate the volume 
booked in 1956 as the result of current activity 
by the industries which are served by Kellogg. 











TRAILMOBILE INC. recorded a year 








of substantial accomplishments. Sales 
volume exceeded the record set in 1955, new 
products gained quick acceptance, and a new 
manufacturing facility was opened in Long- 
view, Texas. This subsidiary enters 1957 with 
an improved line of products, a stronger branch 
selling organization and expanded and im- 
proved manufacturing facilities. 





Pullman Incorporated 


900 Market Street, Wilmington 1, Delaware 
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UNITED : 


CANADA LTD. 

A Mutual Fund 

whose investment objec- 
tive is possible long-term 




















Growth of Capital 














through investment in 
companies deriving income 
largely from Canada. 
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W.E. HUTTON & CO. 
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T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


e 
OBJECTIVE: Long term growth of 
principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 












Prospectus on request 
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The Growth Stock Mutual Fund 
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THE FUNDS 


GROWTH STOCK SKEPTIC 


THE recent setbacks in such classic 
“growth stocks” as Alcoa, RCA and 
Dow Chemical have caused Harry I. 
Prankard, II, less concern than many 
another mutual funder. 

As president of the $363-million 
(assets) Affiliated Fund, Prankard 
recently spelled out his investment 
philosophy for The Fund’s 135,000 
stockholders. “The work of our 
management organization,” said he, 
“continues to show that many of the 
best values are in the stocks of service 
companies producing nondurable 
goods and companies producing fuel 
and raw materials. Our investments 
are largely in these stocks.” Having 
said this, Prankard added what some 
mutual funders would regard as eco- 
nomic heresy. “Our investments in 
the popular so-called growth stocks 

. are small,” said he, “because we 
believe many of them are still sub- 
stantially overpriced in relation to 
their value.” 

Prankard, as a glance at Affiliated’s 
portfolio shows, was not simply in- 
dulging in idle words. His holdings 
are mostly concentrated in well- 
known companies. But the emphasis 
is tailored to Prankard’s current 
reading of the market. Affiliated’s 
three biggest holdings are Mont- 
gomery Ward, Chase Manhattan 
Bank and Panhandle Eastern Pipe 
Line. A full 12% of Affiliated’s hold- 
ings currently is stashed away in 
cash and government bonds. 

Steel stocks, so popular with most 
funds (see below), are totally absent 
from Prankard’s list. Chemicals are 
relatively unimportant but for a fair- 
sized holding in Air Reduction and 
Victor Chemical Works. However Af- 
filiated is bullish on a sister group, 
drugs, which account for 8.6% of 





AFFILIATED’S PRANKARD: 
his eye is on the assets 


assets, chiefly Merck and Parke, 
Davis. 

One big exception to Prankard’s 
coolness toward “growth stocks” is 
1LB.M., in which Affiliated has an 
investment now worth around $7.2 
million. But this is an exception 
rather than his rule. 

On the other hand Affiliated has 
gone in for some companies that are 
not the usual thing in investment 
companies’ portfolios. Prankard has 
put his building materials dollars, 
for example, largely into U.S. Ply- 
wood and Masonite. His portfolio is 
also strong on Loew’s and Paramount 
Pictures (145,000 and 75,000 shares 
respectively). Textile companies are 
represented, too. Not that he is specu- 
lating. He simply considers these 
types of stocks to be better buys today. 

Prankard is nothing loath to ex- 
plain his obvious bias against the 
capital goods type of industry. Says 
he: “Capital goods stocks have 
spurted sharply and look out of line 
to us.” 


INCOME VS. GROWTH 


Boston’s aggressive and highly suc- 
cessful Parker Corporation actually 
wears two different hats. It runs two 
separate funds with similar names 
but vastly different objectives. Be- 
tween them they provide a fine 
example of how growth and income 
funds differ. One, Incorporated In- 
vestors, is a growth fund. The other, 
Incorporated Income, is an income 
fund. 

Yield is the important considera- 
tion for Incorporated Income Fund. 
But as for Incorporated Investors, 
Chairman William A. Parker and 
President Charles Devens agree: “We 
are governed by one criterion; does 
the investment, in our judgment, of- 
fer good profit potential?” Thus In- 
corporated Income Fund has an in- 
dicated yield of 5.2%, based on its 
offering price; Incorporated Investors 
yields only about 3.5%. 

In the two years since its inception, 
Incorporated Income Fund has grown 
not inconsiderably in value, despite 
its emphasis on income. Shares have 
appreciated 28.7%. But in the same 
time, Incorporated Investors has 
grown more than 36%, and in five 
years has more than doubled. 

Incorporated Investors’ record in 
the bull market has been among the 
best. This is due in good part to 
Parker and Devens’ insistence on 
holding a stock as long as underly- 
ing values warrant. This has pre- 
vented them from becoming sold-out 
bulls. As they put it, “we do not be- 
lieve in reducing our position in a 
stock simply because it has worked 
out well.” 
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Parker and Devens must have faced 
many temptations to take profits in 
their portfolio. The four biggest hold- 
ings today are, in order, Reynolds 
Metals, National Lead, Southern 
Railway, and Rayonier. All were ac- 
quired at a cost of less than $3 mil- 
lion each; today each holding is worth 
between $11 million and $15 million. 
The average price paid' for National 
Lead, for example, was 16%; today 
the stock sells on the Big Board for 
around $110. 

But since it yields only 3% or so, 
National Lead would not do in In- 
corporated Income Fund’s portfolio. 
Here the four biggest holdings, and 
their current yields, are: Curtiss- 
Wright, 7.1%; Chesapeake & Ohio, 
5.834%; Delaware & Hudson, 7.3%; 
and Virginia Railway, 6.4%. 

An intriguing situation: the same 
management but very different hold- 
ings. Each portfolio is tailored to the 
fund’s declared objectives rather than 
to any pre-conceived idea of “playing 
the market.” 


—— STEELED FOR PROFIT —— 


Here are the mutual funds’ top ten com- 
mon stock holdings in the steel industry, 
and the number of funds holding each. 


Value of Number 
Holdings of Funds 
($ Million) Holding 

. U.S. Steel 103 65 

. Bethlehem 95 56 

. Armco 53 42 

. Republic 43 38 

. Youngstown 32 28 

. National 18 21 

. Allegheny Ludlum 15 21 

. Inland 12 19 

. Jones & Laughlin iB 16 

10. Cleveland Cliffs 9 10 


co On oO Wh WN = 


Source: National Association of Investment 
Componies. 











STEEL POPULAR 


In the past two years the value of 
the mutual funds’ steel holdings has 
more than doubled. The 130 funds 
which were members of the National 
Association have seen their steel in- 
vestments grow by 130%, to $462 
million. Most of this investment in- 
crease is accounted for by the 80% 
appreciation in steel stocks generally, 
and the rest represents new acqui- 
sitions. 

The funds own 4% of the total 
value of all New York Stock Ex- 
change-listed steel shares. Last year 
steel was the funds’ fourth most pop- 
ular holding, as against 17th back in 
1949. In recent years U.S. Steel has 
unseated Bethlehem as No. One 
favorite. 
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Suggested as a speculation 


The Unique Profit Story Behind 


OIL WARRANTS 


How You Can Prepare for This Year’s 
Similar Opportunities 


There are large speculative gains to be made in 
Oil Stock warrants—often 4 to 5 times those avail- 
able in ordinary stocks—by investors able to devote 
a part of their funds for this purpose, and frankly 
recognizing both the risks and the exceptional profit 
possibilities involved. 

As a typical example, a $1,000 investment in 
Canadian Oil Cos. Common Stock in September 
1953 would have grown to $2,000 by August 1955— 
22 months. In the same period, however, $1,000 put 
into the Company’s Warrants increased to $11,000, 
or more than five times the initial cost. 

This is only one out of a long authentic record of similar 


cases where $1000 purchases have become worth $8,000, 
$10,000 and even $19,000 in a relatively short time. 


2 STRIKINGLY SIMILAR CHANCES FOR PROFITS IN WARRANTS 


We’ve been searching the oil field over for other potential 
big-gain warrants like Canadian Oil Cos., and have just 
uncovered two exceptionally promising Canadian warrants. 
One, a little company with big-name backing, gives you 2 
special advantages—first, for capital safety a large royalty 

lay with a tremendous built-in growth capacity; second, 
for powerful capital gains a wildcatting program with truly 





electrifying discovery —_ ilities. The other is a smartly- 
g* 


run explorer now ma ‘seven-league” growth strides. 
On top of this, it is backed by major financial interests. 
The stocks of these two stand-out companies are 
capable of sharp upward gains. And, if and when 
the stocks do, the two warrants (both priced under 
$2.50) could prove to be a profitable investment. 


The great gain potentials that we see in these two issues 
have as yet remained largely undiscovered by investors. As 
a result, these warrants now give you, we believe, two out- 
standing ground-floor profit opportunities. Find out about 
these big profit-potential warrants today. Send immediately 
for this new Report on: — 


“2 CANADIAN OIL WARRANTS WITH BIG PROFIT POTENTIALS” 


And if you act at once you will receive a copy of our 
major new 100-page Report: 


“COMPLETE ANALYSIS AND RE-APPRAISAL OF 
62 CANADIAN OIL STOCKS” 


These two Reports are yours along with a full 5 weeks’ 
trial subscription to the Om. STATISTICS BULLETIN and the 
CANADIAN Ot Reports for only $5. Return coupon today! 


OIL STATISTICS CO., INC. 


Babson Park 57, Mass. 





OIL STATISTICS CO., INC., Babson Park 57, Mass. 
Yes—send me at once (1) your new Report “2 Canadian 
Oil Warrants with Big Profit Potentials,” (2) A copy of 
your 100-page “Complete Analysis and Re-Appraisal of 
62 Canadian Oil Stocks,” and (3) Your Om Srartistics 
BULLETIN and the CANADIAN Om Reports for a period of 
5 weeks. (This offer open to new readers only.) 


0) lt enclose $5. () Please bill me. 
NAME_ 





STREET 


CITY. Zoe... —STATE—____ 











MANY STOCKS WILL PROFIT IN 
THIS HIGHLY SELECTIVE MARKET 


Special Babson Report Uncovers Dependable 
Opportunities for Profitable Investment 


100 Stocks Listed 


8 BANK STOCKS to buy as a 


defensive investment . . . 3 RUB- 
BER STOCKS for appreciation, 
income and growth ... 30 PRE- 


FERRED STOCKS for safety, 


income and appreciation . . . 20 


STOCKS to profit from teeming 


“Kid” crop ... 18 STOCKS 
yielding 4.1% to 6.9% from which 


to build a conservative monthly 


income program ... 20 STOCKS 
where market LOSSES LOOM... 


1 LOW-PRICED AIRCRAFT 


STOCK with prospects of dou- 
bling in price in next 2 years. 


BABSON’S REPORTS 





“| can’t afford 
to sell 
because of taxes’’ 


If you are in this posi- 
tion, Pomona College 
can help you by ex- 
changing securities or 
real estate at today’s 
market value for a life 
income agreement guar- 
anteed by the College. 
eliminate all tax on your 
capital gain. 
reduce your income tax. 
receive interest for life 
on these savings. 
share for life in the earn- 
ings of an investment 
pool ($13,700,000 at 
market value) man- 
aged by the College. 
earn this year —5.64% 
provide income for your 
survivor. 
lessen estate and inher- 
itance taxes. 
establish a permanent 
memorial in your 
name because your in- 
vestment is held for- 
ever by the College. 
Write today for free 
booklet: “Pomona Col- 
lege Annuity and Life 
Income Plans”’ 


POMONA 
COLLEGE 


Founded 1887 « Assets $18,850,000 
Rm. 203F, Sumner Hall 
Claremont, California 5703A 
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Special Bonus 


As a Bonus for promptness, we 
will also include — without 
extra cost — AN UNUSUAL 
LOW-PRICED SPECULATION 
IN THE ATOMIC POWER 
FIELD. Holds great promise for 
future capital GAINS! 


Yours for only $1.00 


ACT NOW! To get maximum 
benefits from this MOST PROM- 
ISING STOCKS package — 
ACT AT ONCE. Demand will 
be heavy — so play safe. Mail 
$1 with this ad TODAY. 


Dept. F-73 





Wellesley Hilis 82, Mass. 


| sion, 
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Coxporation 


A Diversified Closed-End 
Investment Company 


First Quarter Dividends 
30 cents a share 
on the COMMON STOCK 
672 cents a share on the 
$2.70 PREFERRED STOCK 
Payable April 1, 1957 
Record Date March 19, 1957 


Kenneth H. Chalmers 


Secretary 
65 Broadway, New York 6, N. Y. 











Consecutive 
Quarterly Dividend 


Broap STREET INVESTING 


CorPORATION 
A Diversified Mutual Fund 


20 CENTS A SHARE 


Payable March 31, 1957 
To Shareholders of Record 
March 12, 1957 
Kenneth H. Chalmers 
Secretary 
65 Broadway, New York 6, N. Y. 
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for the minority stock. T & P has an 
excellent earning record. 

Rartroap EquipMent. I think Pull- 
man is the best. Its activities are not 
confined to railroad equipment. Both 
the M. W. Kellogg Co., which is en- 
gaged in engineering and construction 
in the petroleum and chemical pro- 
cessing field, and Trailmobile, Inc., 
second largest producer of highway 
truck trailers, are owned by Pullman. 
The financial condition has always 
been exceptionally strong, net work- 
ing capital amounting to over $50 a 
share for the 2,212,000 shares of stock 
outstanding. 

Russer. I think the stock of Gen- 
eral Tire has the best prospects be- 
cause of its diversification. Subsidi- 
aries are engaged in missile propul- 
television broadcasting and 
other lines. 

Streets. In spite of the decrease in 
demand from some industries, this 
metal will continue in heavy demand 
for some time. On reactions only, I 
favor Bethlehem, United States Steel, 
Inland. 

Sucar. These stocks enjoyed con- 
siderable advances since I recom- 
mended them, and I do not advise 
new purchases. (West Indies Sugar, 
for example, advanced from $20 to 
$50.) 

TextiLes. The outlook for Ameri- 
can Viscose is better than it has been 
for some time. I consider the stock 
an attractive speculation. Cluett, Pea- 
body also has merit. 

Tosaccos. I think Reynolds To- 
bacco and Consolidated Cigar are the 
most attractive in this group. 

Exectric Utiities. There are many 
attractive stocks in this industry, 
which in itself is assured of steady 
growth due to the increase in popula- 
tion and in various items which re- 
quire the use of electricity. These 
stocks were recently recommended. 


Price Dividend Yield 
$1.30 

Boston Edison 5 2.80 

Commonwealth Edison 

Consolidated Edison 45 

Consumers Power (Michigan). 46 

Duquesne Light 36 

Pacific Gas Elec. 

Penna. Power & 

Philadelphia Electric 

Middle South Utilities ..... 

West Penn Electric 2 


Atlantic City Electric 


> 
ey 
ae 
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MISCELLANEOUS. I consider Carbo- 
rundum among the best. -It is con- 
trolled by the Mellons, is a leader in 
the abrasives field, and has a contract 
to supply the Atomic Energy Com- 
mission with zirconium. This metal is 
regarded as having a bright future. 
General Dynamics also has interest- 
ing long-range prospects. 


ForBES, APRIL 1, 1957 
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“selectivity” was born. 

No small amount of the current fear 
element is undoubtedly engendered 
by two things. First, the haunting 
memory of the so-called 1929 crash, 
which was produced by elements non- 
existent in the present period; and 
second, by the acrophobia produced 
by the use of the Dow Jones average 
as a measure for the movement of the 
market. Through no fault of its own, 
this average has ceased to be an aver- 
age and has merely become a mathe- 
matical monstrosity. To speak of a 
readjustment from an approximately 
520 industrial average to 420 industrial 
average means 100 points and is 
frightening. To refer to it as a 20% 
readjustment is far less so. Trans- 
lating a 20% readjustment to the new 
Standard & Poor’s average, which is 
at least more representative of the 
true price level of the market, means 
a little over ten points of which more 
than seven had already been regis- 
tered at the February lows. During 
the forthcoming pause our time ele- 
ment will be consumed and our 
liquidity ratios restored, with ac- 
companying decline in bond yields, 
thereby automatically eliminating 
this factor as a competitor for the 
stock market. As the period draws to 
a close, there will again be a realiza- 
tion that economy in government has 
been largely confined to the publicity 
attending the political debate on the 
subject. And, who knows, the sus- 
picion may arrise that even we are 
not immune to the historical record. 
That record shows that no nation 
embarking on a major inflation has 
ever been able to control it. 

During the high level stabilization 
period, the market as a whole may 
not be too active, but activity there 
will be. The chemists, the metal- 
lurgists and the physicists will, unless 
I miss my guess, be going through a 
bull market of their own, and their 
accomplishments will be translated 
into the market itself via the securi- 
ties of those corporations engaged in 
revolutionizing the industries of which 
they are a part. If selectivity has been 
an over-used word in the past year or 
so, then the selectivity which will de- 
velop within group movements will 
call for the coining of another descrip- 
tive noun. I rather fear that the im- 
pending changes industrially will rele- 
gate comment on “the market” almost 
to obsolescence, that discussion of 
group movement will elicit little re- 
sponse other than a polite but bored 
“ho-hum.” In short, that we will be 


(CONTINUED ON PAGE 75) 
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WOULD YOU SPEND 


‘20 
FOR THE FACTS 


to Guide You to Greater 
Investment Success 


As a means of giving you more income now while you are acquiring financial 
independence, FINANCIAL WORLD offers you the most complete “kit” of 
investment tools that we have been able to develop in 54 years of successful 
service to the investor—and all it costs is $20. 


HERE’S WHAT YOU GET 


1.52 fact-packed issues of Financial World to keep you advised each week on what's 
happening and why in the world of stocks, bonds and business—so you can take 
advantage of opportunities. (Cost, without the other services, $26 at news- 

+. 


stands.) 


. Each month 48- to 64-page “Independent Appraisals” of 1,383 to 1,870 listed stocks 
common and preferred. Gives detailed one-line digests of prices, earnings, divi- 
dends, financial set-up, so you can decide which stocks are speculative, which are of 
investment grade. (If available separately would cost up to $24.) 

.The next annual 304-page “Stock Factograph” Manual with indexed review of 
over 1,800 companies and their securities—a parade of pertinent facts that high- 
light good points and bad. (Cost $5 if purchased separately.) 

4. Handbook on the basic principles and procedures of investment: 


The Know-How of Making Money in Securities 
¢ Planning a Portfolio * Investing for Profit « Investment Timing 
¢ Growth Stocks * How to Read Market Action * Stable Income Stocks 
*What to look For in Mutual Funds 


IF that sounds like $20 worth of tax-deductible expense to you .. . $20 that 
will increase your income, improve your port- 
folio and help assure investment success .. . 
just return this “ad” with your name and ad- 
dress, and your check or money order. (26- 
week trial offer includes FINANCIAL WORLD, 
Factograph 
praisals all for $12.00.) 


FREE while they last—with 


“11-YEAR RECORD of 1,061 
NYSE COMMON STOCKS" 


(1945-1955) shows each year’s earnings, dividends, 
price range and stock splits of 1,061 common 
stocks. (Sold separately for $1.50.) 


FINANCIAL WORLD 


54 Years of Service to Investors 


Dept. FB41-86 Trinity Place, New York 6. N. Y. 


Manual, and Independent Ap- 


$20 or $12 order 














SAVINGS ACCOUNTS 





RETIRE IN MEXICO 
ON $150 A MONTH 


or less in a resort area, 365 days of sun a year, 
dry temp. 65-80°. Or maintain lux. villa, servants, 
all expenses $200-250 a mo. Am.-Eng. colony on 
Lake Chapala. 30 min. to city of % million, medical 
center. Schools, arts, sports. Few hours by air. 
Train, bus. Paved roads all the way. Full-time 
servants, maids, cooks, $6 to $15 a mo., filet mignon 
50c Ib., coffee 45c, gas 17c gal. Gin, rum, brandy 
65c-85c fth., whiskey $2.50 qt. Houses $10 mo. up. 
No fog, smog, confusion, jitters. Just serene living 
among considerate people. For EXACTLY how 
Americans are living in world’s most perfect climate 
on $50—$150—$250 a mo., mail $2.00 for com- 
lete current information, photos, prices, roads, 

tels, hunting, fishing, vacationing and retirement 
conditions from Am. viewpoint (Pers. Chk. OK) to 
THAYER OF MEXICO, File 26-F, Ajijic, Jal., Mexico. 
(Allow 2 weeks for delivery.) Money back guarantee 
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How To Make Money 


Make MORE Money 


FORBES STOCK MARKET COURSE SHOWS YOU HOW! 








15 PROFIT-PACKED 
SECTIONS 


1. Capital Building Through Stock 
Trading. 


2. How Security Markets Function. 


3. Common Stocks—Factors Affecting 
Their Prices. 


4. Preferred Stocks & Bonds—Their 
Advantages and Limitations. 


5. Interpreting the Market Action. 


6. Protecting Yourself Against Bear 
Markets. 


7. Reading Market Patterns. 
8. How to Select Stocks for Profit. 


9. How to Make Money in Bear 
Markets. 


10. Sources of Investment Information. 
11. Reading the Financial Page. 


12. Stock Rights—What They Are— 
What to Do With Them. 


13. Dollar Cost Averaging and Formula 
Plans. 


14. The Professional Wisdom of Wall 
Street. 


15. Symposium on Stock Market Course 
Inquiries. 


ONLY 
$1.83 PER LESSON 


Hundreds of purchasers have paid the 
regular price of $100; found the lessons 
well worth many times the price. Now, 
so that EVERY investor can benefit, the 
complete 15-section course is bargain 
priced at $27.50 (only $1.83 per les- 
son); contains all the same basic ma- 
terial! But you must act fast. This 
offer is subject to withdrawal at any 
time. If you move quickly, this whole 
$100 course is yours for just $27.50—- 
a saving of almost 75%. If not satisfied 
with the Course, return it within 10 days 
and your money will be refunded. 

Time and money have been lavished on 
this course. Nothing has been stinted. 
We spent 2 years preparing the course; 
we tapped Mr. Forbes’ 40 years and 
Mr. Goodman’s 30 years of investment 
experience; interviewed outstanding 
successful investors to give you their 
most profitable inv hod 


ACT NOW —Get the FORBES 
Stock Market Course that sold 
originally for $100 for only 
$27.50—a cool saving of almost 
75%. Mail coupon aft right. 
Decide whether or not you will 
keep the course after examin- 
ing it for 10 days in your own 
home! 











OU probably know of people who are well off because of wise investments. 

Some started with only a few hundred dollars and amassed enough money to 
a lovely homes, put children through college and realize all their cherished 
ambitions. This wasn't due to luck. These investors studied and studied the 
stock market . . . evaluated its risks . . . delved into its secrets; unlocked much 
of its mystery . . . learned the methods of successful investors. Soon they used 
these very same methods themselves . . . with excellent results. 


Few folks realize the remarkable opportunities that expertly trained investors can 
discern at times in the stock market. Those who early invested even modest 
amounts in General Motors became so wealthy that they need never work again. 
The market-educated investor senses opportunities and grasps them. The unskilled 
investor passes them by. 


LET MARKET EXPERTS TEACH YOU 


Take the famous FORBES Stock Market Course at home, in your spare time. It 
should prove the most precious training you ever had. It will guide you step- 
by-step in 15 easy lessons to complete mastery of the subject. 


This Stock Market Course was edited by B. C. Forbes, founder of FORBES Mago- 
zine, and Joseph D. Goodman, a member of the New York Stock Exchange, and 
1am Bag security analyst. Backed by all the fact-finding resources and research 
acilities of the 40-year-old Forbes Inc., this Stock Market Course reveals tested 
methods that have made money again and again—can make money for YOU. 


TAKE YOUR TIME OR FINISH QUICKLY 


To satisfy the wishes of a large number of students, now, all 15 lessons are sent 
at once. Thus YOU can set your own pace. At the end of each lesson you will 
find practical assignments and specific exercises. These develop the practices and 
observations so vital to stock market success. You test yourself so you may judge 
your progress and complete the training with final review and quiz on each lesson. 


What you learn from a single lesson and apply to your investments may be a 


turning point in your fortunes . . . should set in motion a chain of many successful 
transactions. . 


Examine Entire Course for 10 Full Days At Our Risk— 
Money Back If You Are Not Completely Satisfied! 


1 
FORBES Inc. 
70 Fifth Avenue, New York I1, N. Y. 


1 enclose $27.50 (add 3% on N.Y.C. orders) for complete | 
15-lesson FORBES Stock Market Course. | may return it | 
within 10 days for full refund if it does not prove satisfactory. | 
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DIVIDEND NO. 177 
ON COMMON STOCK 


The Board of Directors of 
Consumers Power Company 
has authorized the payment 
of a dividend of 60 cents 
per share on the outstanding 
Common Stock, payable May 
20, 1957 to share owners of 
record April 19, 1957. 





DIVIDEND ON 
PREFERRED STOCK 


The Board of Directors also 
has authorized the payment 
of a quarterly dividend on 
the Preferred Stock as fol- 
lows, payable July 1, 1957 
to share owners of record 
June 7, 1957. 


CLASS PER SHARE 


$4.50 $1.12 
$4.52 $1.13 
$4.16 $1.04 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Sering Outstate Michigan 














CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


Drvipenp No. 37 


Tus BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Forty- 
Seven and One-Half Cents 
(47442¢) per share on the capi- 
tal stock of the Company, pay- 
able May 15, 1957 to stock- 
holders of record at the close 
of business April 15, 1957. 


R. E. PALMER, Secretary 
March 21, 1957 























OME CABLE 
,) Cotporation, 


ROME - NEW YORE 


« 


72nd Consecutive Dividend 





The Board of Directors of Rome 
Cable Corporation has declared 


RODNEY 


(CoNTINUED FROM PAGE 73) 
faced with the dire necessity of really 
knowing what we are talking about. 

If I am even remotely correct in the 
thoughts expressed above, then there 
is no great danger. If you make a 
normal recovery from your acro- 





phobia, there is plenty to be made on | 


the long side of individual securities 
(and incidentally, that is all you ever 


actually buy). But you will probably | 
profit most by transferring the major | 
portion of your reading time to the | 


scientific publications. 
Although I do not presume to speak 


for your regular correspondent in this | 
column, I am inclined to the suspicion | 


that he agrees with me. I participated 


in launching him upon his current, | 


well-earned vacation, and he em- 

barked upon it despite the fact that 

he was familiar with the quatrain: 
My fancy roams the list of ports 
At which the ship will touch 
And then abruptly runs aground 
Down where it tells how much. 


HOOPER 











(CONTINUED FROM PAGE 67) 
as 75% or 80% for any quarter... 


There appears to have been quite | 


an improvement in the carpet busi- 
ness, with sales recently showing a 
better-than-seasonal trend. Tax-shel- 


tered Mohasco Industries (11) has | 


been well bought as a radical specula- 
tion; earnings are hard to forecast this 
early, but $2.50 for the year appears 
reasonable, with better than $3 pos- 
sible . . . Some of the investment type 
issues which appear reasonably priced 
are Kansas City Southern, Borden, 
Jewel Tea, McKesson & Robbins, 


American Brake Shoe (now a much | 


better company than formerly), 
Merck and Gulf Oil... . 
Keep in mind that this pressure on 


Washington for more economy in | 


government, if it succeeds in accom- 
plishing anything important, probably 
will result in some review of defense 


spending. That has been a bit “uncon- | 


trolled” for a long time, and there 
probably is room to do something 


without losing much defense effec- | 
tiveness. Perhaps that’s why some of | 


the “defense” issues have not been 
doing as well as the market. 

I continue to like the idea of hav- 
ing some reserves for a possible dip 


in the Averages some time between | 


now and the first of June. I am not as 
bullish as most of the bulls, and I am 














Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 189 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 40 

28 cents per shore; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 36 

282 cents per shore. 


The above dividends are pay- 
able April 30, 1957, to stock- 
holders of record April 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, April 30. 


P.C. HALE, Treasurer 


March 15, 1957 





FEDERAL PAPER BOARD CO., Inc. 


Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day, declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
28 %¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common stock dividends are payable 
April 15, 1957 stockholders of 
record at the close of business March 
28, 1957. 
Dividends on the 4.6% Cumulative 
$25 value Preferred Stock are pay- 
able June 15, 1957 to stockholders of 
record May 29, 1957. 
ROBERT A. WALLACE 
Vice President and Secretary 
March 14, 1957 
Bogota, New Jersey 




















AND LIGHTING COMPANY, INC. 
DIVIDEND NO. 239 
The Board of Directors has declared 


consecutive Dividend No. 72 for 
35 cents per share on the Common 
Capital Stock of the Corporation, 
payable March 28, 1957, to holders 
of record at the close of business 
on March 18, 1957. 


Grrarp A. Wess, Secretary 
Rome, N. Y., March 7, 1957 


not as bearish as many of the bears. | 

aha re ‘ I 
I don’t think this is a time for taking | @ dividend of 25¢ per share on the out- 
an extreme view either way. I doubt | standing Capital k of the Company 
se -_ . . of the par value of $12.50 per share, 
if investment policies at this point payable April 25, 1957, to holders of 
should be doctrinaire. This is a mar- ee eS eS! 


J. T. CULLEN, 
ket that can’t be hurried. February 27, 1957 Treasurer 
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March 13, 1957 
J 


Dividend Notice 


Quarterly dividends of $1.25 per share on the 5 % pre- 
ferred stock, $1.13 per share on the 4.52% serial pre- 
ferred stock, $1.25 per share on the 6.16% serial pre- 
ferred stock for the period from date of issuance to end 
of quarterly period, and 40 cents per share on the com- 
mon stock of Pacific Power & Light Company have 
been declared for payment April 10, 1957, to stockhold- 
ers of record at the close of business March 30, 1957. 


PORTLAND, OREGON 


H. W. Millay, Secretary 


af 
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Insurance Company of North America 
Philadelphia 


The Board of Directors has declared a 
uarterly dividend of 6214¢ per share on 

the capital stock of the Company | penne | 

April 15, 1957 to stockholders o 

at the close of business March 29, 1957. 

The Transfer Books will not be closed. 


March 12, 1957 


record 


J. KENTON EISENBREY 
Secretary 





























BOSTON EDISON 
COMPANY 


Preferred Dividend 

A quarterly dividend of $1.06 
per share has been declared, 
payable on the first day of 
May 1957 to holders of rec- 
ord at the close of business 
on April 10, 1957 of the Com- 
pany’s Cumulative Preferred 
Stock, 4.25% Series. 


Common Dividend No. 272 
A quarterly dividend of 70 cents 
per share on the Common Stock 
of the Company has been de- 
clared, payable on the first day 
of May 1957 to stockholders 
of record at the close of busi- 
ness on April 10, 1957. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


ALBERT C. McMENIMEN 


reasurer 


Boston, March 19, 1957 





PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 165 


The Board of Directors on March 13, 
1957, declared a cash dividend for the 
first quarter of the year of 60 cents per 
share -upon the Company's common 
capital stock. This dividend will be 
paid by check on April 15, 1957, to 
common stockholders of record at the 
close of business on March 25, 1957. 


K. C. Cuaistensen, Treasurer 


San Francisco, California 
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Dividend ad- 

vertising 
FORBES 
maintains and en- 
hances financial 
communications be- | 
tween your Corpora- ! 
| 
tion and the Nation's investors. | 





BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


462. Corporate DEBT AND THE STOCK- 
HOLDER: This stimulating booklet from 
Dartmouth’s famous Amos Tuck School 
of Business Administration carefully out- 
lines the sources of corporate financing 
and the effect the different methods can 
have on the fortunes of individual share- 
owners. Measurement is, of course, made 
against the existing federal tax structure, 
which can make a 6% loan cheaper than 
4% preferred stock. Conclusion: “The 
traditional view that debt in a corpora- 
tion’s financial structure indicates a lack 
of soundness is increasingly open to 
serious question; in fact, it may have to 
be abandoned if America’s gross national 
product expands as predicted in the next 
decade” (15 pages). 


463. New Era in Nicxet: In this com- 
pact but well illustrated booklet, Lang- 
bourne M. Williams, president of the 
Freeport Sulfur Co., ably sets forth the 
swiftly changing picture in the supply of 
and demand for nickel. Williams quotes a 
Government report that “the most sig- 
nificant factor in the increase in defense 
consumption of nickel lies in the techno- 
logical changes in the aircraft program.” 
As greater demand is made for heat-re- 
sistant alloys in supersonic craft, nickel 
will play an increasingly larger role. Wil- 
liams’ outline of the present and poten- 
tial sources of this vital metal and the 
expanding role it will be playing in our 
economy makes this booklet “must” 
reading for all investors in nickel (16 
pages). 


464. Tue Roap Aneap: This text of a 
talk given by Glenn McHugh, vice presi- 
dent of the Equitable Life Assurance So- 
ciety of the United States, gives a com- 
pact background to our present money 
situation, one which has meaning for 
every shareholder. McHugh cites three 
basic reasons to show that there is not 
enough money available from savings to 
meet present demands: sales of govern- 
ment bonds are declining, savings are in- 
creasing but other markets (not the 
mortgage market) are getting more of 
the increase, and forward commitments 
have absorbed a tremendous part of in- 
surance funds available for investment 
in 1957 and 1958. As a result, says Mc- 
Hugh, “tightness with us is just this: 
with our available funds—which will in- 
crease—we cannot meet as much of the 
current demand as we would like.” His 
two basic solutions: 1) keep the Federal 
Reserve System independent and 2) in- 
crease and protect savings (26 pages). 
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—or do you, like Methuselah, expect to live 900 years? 


['s a blunt question, we'll admit, but it’s one 

which we all must face. We buy insurance, 
annuities, invest in securities, establish trust 
funds, do anything and everything possible to 
provide for those whom we will someday leave 
behind. 


— but many of us forget that there are no 
schools for widows, that unless we make the 
proper provisions TODAY, we are apt to make 
someone's tomorrow a frightfully heavy burden 
... particularly if that someone is suddenly and 
unexpectedly called upon to step into your 
shoes and manage the family’s finances. 


Without proper guidance, a sizable portfolio of 
securities may prove to be a constant source of 
worry, rather than the sheltered harbor which 
you had intended. Times change. Values fluctu- 
ate. The volume of the so-called “expert” advice 
now available to the investor is enough to cor 
fuse even the most experienced. 


You wouldn’t leave your estate in the hands of 
a lawyer or a banker, no matter how promi- 
nent, unless you were convinced that he 
would act as a trusted friend. You 


WHAT CLIENTS SAY: 


“Am well pleased with the services you have been 
giving me and have confidence that you and your 
organization will continue to adequately cover my 
situation.” M 
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would want to know him, test his judgment, be 
convinced that he could always be counted upon 
to act in your family’s best interests. 


What about your securities then ... that portion 
of your estate which not only requires a special- 
ized knowledge, but which, in all probability, 
may also require more time, more personal su- 
pervision than you anticipate? 


We submit that NOW is the time to provide for 
competent investment guidance ... NOW, while 
you are still in a position to become thoroughly 
familiar with its performance, reliability, adapta- 
bility to your family’s future requirements. 


It’s not the only reason for acquainting yourself 
with this FORBES service, which provides day- 
to-day supervision over the portfolios of inves- 
tors with $25,000 and more invested in securi- 
ties... but it’s a mighty important one. Send 
for Free Descriptive Booklet. 


Aiail Coupon =—No Obligation 


Forbes Personal investment Management 
7O Fitth Avenue, New York 11, N.Y. 


! may be interested in retaining the services of 
FORBES PERSONAL INVESTMENT MANAGEMENT. 
w you kindly send me without obligation, complete 
denis? My present investments are valued at ap- 
Proximately $ | have an additional 
$ in cash for available investment. 


A Division of Investors Advisory Institute, Inc. 
Subsidiary of FORBES Inc. 





ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


We must make the truth as simple, 
as persuasive, as impelling, and __in- 
teresting as the lie often seems to be. 
The truth can never enslave, it can 
never mesmerize. The truth is always 
within us. We do not awaken to an 
external fact, but to an eternal birth- 
right which is the innermost of reali- 
ties. Let us, then, recapture our 
thinking by getting back to first prin- 
ciples. When once we see the mean- 
ing of God, and man’s relationship to 
Him, nothing can ever enslave our 
thinking again. —Erwin D. Canna. 


I sincerely believe that the word 
“relationships” is the key to the pros- 
pect of a decent world. It seems 
abundantly clear that every problem 
you will have—in your family, in 
your work, in our nation, or in this 
world—is essentially a matter of re- 
lationships, of interdependence. 

—CLARENCE FRANCIS. 


I have no doubt that when the 
power of either capital or labor is ex- 
tended in such a way as to attack the 
life of the community, those who seek 
their private interests at such cost are 
public enemies and should be dealt 
with as such. 

—Justice Ottiver WENDELL HoLMEs. 


Confront improper conduct, not by 
retaliation, but by example. 
—J. Foster. 


I have two basic convictions: First, 
more harm has been done by weak 
persons than by wicked persons; sec- 
ondly, the problems of the world are 
caused by the weakness of goodness 
rather than by the strength of evil. 
It is evident that we have allowed 
technology to outstrip social controls. 
. .. Man must catch up with what he 
has created.—Harry S. Kennepy, D.D. 


Self-reliance and self-respect are 
about as valuable commodities as we 
can carry in our pack through life. 

—LuTHER BuRBANK. 


The great task of the peace is to 
work morals into it. The only sort 
of peace that will be real is one in 
which everybody takes his share of 
responsibility. World organizations 
and conferences will be of no value 
unless there is improvement in the 
relation of men to men. 

—Sm Freperick BEccieston. 
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To preserve their independence, we 
must not let our rulers load us with 
perpetual debt. We must make our 
election between economy and liberty, 
or profusion and servitude. 

—THOMAS JEFFERSON. 





B. C. FORBES: 


Complaints offer opportunities 
to make friends or to make 
enemies. Many concerns rele- 
gate all complaints, serious or 
slight, to a minor employee, to 
be handled in a perfunctory, 
routine, impersonal way. Others 
attach prime importance to 
handling communications criti- 
cizing service. Every fault-find- 
ing letter goes first to a respon- 
sible executive who insures that 
the utmost courtesy and consid- 
eration are extended. Many of 
the replies are signed by this 
executive. A friend relates two 
experiences: “I wrote the presi- 
dent of one company about a 
matter which seemed to involve 
a question of ethics. My letters 
were answered, not by the pres- 
ident, but by a clerical assistant, 
with rather serious inefficiency 
on the part of the company be- 
ing finally admitted. On the 
other hand, I wrote the sales 
manager of another company 
about something I noted in con- 
nection with the sale of one of 
its products. The letter was an- 
swered, not by the sales man- 
ager, but by the president.” It 
is human to be flattered by at- 
tention. The one made a bad 
impression, the other a good im- 
pression. Isn’t it worth while 
to exert every effort to turn 
complainers into boosters? 











A certain amount of opposition is a 
great help to a man; it is what he 
wants and must have to be good for 
anything. Hardship and opposition 
are the native soil of manhood and 
self-reliance. —JOHN NEAL. 


Our price systern is made up of 
many different kinds of prices—wage 
rates, interest rates, rents, stock 
market quotations, commodity prices, 
wholesale prices, retail prices, charges 
for professional services, and many 
others. All of these prices are con- 
tinually fluctuating in response to un- 
derlying conditions of supply and de- 
mand, and in so doing they direct 
every phase of economic activity. ... 
The price mechanism is probably the 
only possible device yet conceived 
which can weld the personal and in- 
dividually determined preferences, 
desires, and ambitions of men into a 
social order. . . . Under a regime of 
governmentally fixed prices the con- 
tinuance of democratic institutions is 
impossible. . .. A government under- 
taking delicate price dictation 
could tolerate no criticism. 

—WintuHrop W. ALpRIcH. 


Do the thing that is right even when 
the boss isn’t looking because the boss 
isn’t a criterion. The real boss is 
standing alongside you every moment 
of your life. —Dr. Atrrep P. Haake. 


That which thy fathers bequest to 
thee, earn it anew if thou wouldst 
possess it. —GOETHE. 


Praise, like gold and diamonds, 
owes its value to its scarcity. 
—SAMUEL JOHNSON. 


I've noticed two things about men 
who get big salaries. They are almost 
invariably men who, in conversation 
or in conference, are adaptable. They 
quickly get the other fellow’s view. 
They are more eager to do this than 
to express their own ideas. Also, they 
state their own point of view con- 
vincingly. —JoHN HALLOcK. 


He had assembled all the materials 
out of which to make himself a man 
but had never troubled to put them 
together. —Knout Hamsun. 


Youth must be optimistic. Optimism 
is essential to achievement and it is 
also the foundation of courage and of 
true progress. 

—NicHoLtas Murray Butter. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 











A Text... 


Sent in by George H. Knowlton, 
Swampscott, Mass. What’s your 
favorite text? A Forbes book is 
presented to senders of texts used. 


See that none render evil for evil unto any 
man; but ever follow that which is good, 
both among yourselves, and to all men. 


—I THessaLonians, 5:15 
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Cyanamid Means... 
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@ Among the other products which Cyanamid chemical research and application are 
helping to improve are Textiles . . . Plastics ... Drugs and Pharmaceuticals ... Paper... 
Leather... Petroleum... Food... Surface Coatings... Adhesives... Metals... 


Explosives. For further information, call or write AMERICAN CYANAMID COMPANY, 
30 Rockefeller Plaza, New York 20, N. Y. 





—  CYANAMID —__ 





HELPING AMERICA MAKE BETTER USE OF ITS RESOURCES 








De Soto wagons are bigger, smarter, 


Smartest automobile for town and country is the 57 De Soto 
Station wagon! It’s so roomy and luxurious, and has all these 
great DeSoto features: DeSoto Flight Sweep styling—Torque- 
Flite transmission — Triple Range push-button control — 
‘Torsion-Aire ride—choice of three mighty V-8 engines (up to 
295 hp)—4-Season air conditioner—smart, modern interiors. 
Four all-new models to choose from. 


And (though you’d never guess it) prices of exciting new 
De Soto wagons start close to the lowest! Whether you want 
to attract a crowd—or carry one with you—see the four excit- 
ing new De Soto station wagons at your De Soto-Plymouth 
dealer’s. Get behind the wheel for an exciting test ride—then 
get the deal! No doubt about it—you, your pocketbook and 
your family will be mighty glad you did. De Soto Division, 
Chrysler Corporation. 


..a@nd prices start close 








4 NEW DESOTO WAGONS 
FOR YOU TO CHOOSE FROM 
FireSweep Shopper-—Big-value, low 


priced, Extra 
Iwo wide, comfortable seats. Prices 


economical 4-door cargo 
spac ec. 


start close to the lowest 


FireSweep Explorer—Handsome new 


4-door wagon with new rear-facing seat 


it’s easily accessible through convenient 


tailgate entrance 


Fireflite Shopper—The ultimate in 


smooth-riding station wagons, with — big 


cargo space and seating for six. Sturdy 


vinyl interior stays new and fresh 


Fireflite Explorer —tfinest station wagon 
ever. Four doors, luxurious interiors, new 
rear-facing seat with convenient safety-step 


tailgate entrance. 








to the /Jowest ! 


Rugged and roomy. The huge new cargo-carrying space in 
De Soto station wagons is almost 4 feet wide, 28 inches high, 
and over 9 feet long—big enough to carry a boat or a boatload. 


Rear-facing seat. There is extra convenience in this special 
feature of DeSoto “Explorer” station wagons. Ideal for long- 
legged big folks and keeps the little folks happy for miles on end. 


1957 De Soto - most exciting car in the world today ! 





